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Conservation of property has long been 
a basic aim of The Mill Mutual Fire 
Companies because they recognized that 
reduction of fire loss was a most effective 
means of reducing the cost of fire 
insurance. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


National Retailers Mutual Insurance Co................00 0002 e ee eee Chicago, Il. 
Michigan Millers Mutual! Fire Insurance Co...................-+. Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.. . ee Des Moines, Iowa 
Millers Mutual Fire Imsurance Coe... ..6.. cc ccvccccecccveveesses Harrisburg, Pa. 
Millers Mutual Fire Insurance Co...............0220eeeeeeeee Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.....................-. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ................0eceeeeees Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co..................... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co...................045 Kansas City, Mo. 
. + * 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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QUALITY PROTECTION 


is responsible for the growth of the 


ASSOCIATED LUMBER MUTUALS 


Be SURE that you inSURE with any 
of the Associated Lumber Mutuals 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 


OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


No matter where located, from Atlantic to the Pacific, 
an office near your office 


— _ 
Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co. 
Mansfield, Ohio, Pittsburgh, Penna. 
Lumbermens & Manufacturers Mutuals, Inc. 

James S. Kemper, Mer. 

Chicago, Milwaukee, Minneapolis, Omaha. 
Associated Mutuals, Inc., Atlanta, Ga. 

Lumber Mutual Agency 
Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
~ - 


SERVICE at a SAVING 
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* On the basis of December 31, 1936 market quotations of bonds, total assets would be 
increased to $8,857,197.31 and surplus to policyholders to $2,047,664.26. Securities carried 
at $451,322.38 in the above statement are deposited for purposes required by law. Securities 
carried at $111,055.56 are deposited with other Insurance Companies as required in the 


FINANCIAL STATEMENT — December 31, 1936 


(As Filed With the New York Insurance Department) 


ASSETS 

Bonds* $6,341, 181.04 
Real Estate 465,740.85 
Mortgages 70,964.00 
Interest Accrued 54,166.73 
Premiums in Course of Collection 710,490.89 
Due from Insurance Companies 14,492.32 
Cash 852,802.81 

Total Admitted Assets $8,509,838.64 

LIABILITIES 


Reserve for Losses $2,942,381.00 
Reserve for Unearned Premiums 3,452,991 .33 
Reserve for Taxes 143,733.58 
Reserve for Other Liabilities 70,427.14 
Contingency Reserve 200,000.00 
Guaranty Fund $ 500,000.00 


Surplus 1,200,305.59 
Surplus to Policyholders 
Total Liabilities and Surplus 


1,700,305.59 
$8,509, 838.64 


regular course of business. 
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THIS MONTH 


NSURANCE coverage of growing 

crops against all of the hazards to 
which they are subject has long been 
one of the more pleasant dreams of 
agricultural leaders, but the sporadic 
efforts which have been made by pri- 
vate carriers to furnish such coverage 
have been something less than success- 
ful. Now that the United States gov- 
ernment has taken an interest in the 
matter, the translation of dream into 
actuality seems at hand. It is, there- 
fore, no more than fitting that a con- 
siderable portion of this month's issue 
should be devoted to crop insurance. 
Not only is it dealt with editorially, but 
we have been able to secure an illum- 
inating analysis of some of the prac- 
tical aspects of the problem from 
United States Senator James P. Pope 
of Idaho, sponsor of the bill now be- 
fore Congress, which seeks to set up 
machinery for insuring the nation's 
wheat crops ® The much discussed 
plan for the application of retrospec- 
tive rating to large workmen's compen- 
sation risks comes in for its share of 
attention, too, with the presentation in 
full of both sides of the question as set 
forth at a recent hearing before New 
York's Insurance Commissioner ®@ Dr. 
Alfred Manes, the distinguished inter- 
national insurance authority who is now 
serving as the Patten Foundation Pro- 
fessor of Insurance at Indiana Univer- 
sity, places a large share of the blame 
for the huge annual fire loss in the 
United States upon the prevailing 
American characteristic of carelessness. 


* 
NEXT MONTH 


A penetrating discussion of the cur- 
rent fire hazard — an article from the 
pen of Professor Ralph H. Blanchard of 
Columbia University — is scheduled as 
the highlight of our April issue ® Fur- 
ther delving into the little-publicized 
business of arson, a feature which we 
have been promising our readers for 
some time, will furnish another inter- 


esting item. 
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GEORGE H. NEWBAUER 


Commissioner of Insurance 
State of Indiana 


OMMISSIONER NEWBAUER assumed charge of the Indiana 
Insurance Department with a background of long and success- 
ful experience both in business and in public office. His most recent 
post was director of the packers and stock yards division of the 
Indiana Department of Agriculture. A native of Hartford City, 
Mr. Newbauer was for eleven years manager of the insurance and 
trust department of the Citizens’ State Bank of that city, and for 
four years Treasurer of Blackford County. 
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NTERMITTENTLY during the last fifteen years, 

one or another of the agencies of the Federal Gov- 

ernment has toyed with the idea of a system of crop 
insurance. Until last September, when both major polit- 
ical parties carried the subject into the presidential cam- 
paign, only a few had any hope whatsoever that the idea 
would get any farther than the “study” stage. Today a 
Federal crop insurance system is prac- 
tically a reality. Senator Pope’s bill 
creating a corporation charged with r) * 
the responsibility of administering an 
insurance program for wheat, under 
which farmers will be compensated for . R O be 
losses suffered from drought and other 
natural causes up to 75% of the value 
of their normal crops, is practically 
certain of passage. . . . The plan, however, has become 
a part of a far reaching “farm industry program.” A 
system of crop insurance, if successful, will do much 
toward reducing the amount of the Federal grant to 
farmers during periods when nature has gone on a ram- 
page. In the past, such grants have always been neces- 
sary to relieve the distress caused by severe drought or 
floods. 


It is not our purpose to discuss an integrated farm 
industry program. Crop insurance, standing alone, is of 
particular interest to the insurance business. While an 
all-risk crop insurance program has, from time to time, 
been tried by private companies in a small way and but 
once on anything approaching a pretentious scale, the 
efforts have all been regarded as failures. They resulted 
in large losses to the companies making the experiments. 
As a result, there is almost an unanimity of opinion in 
the insurance business that an all-risk program operated 
by the Federal Government, even though it be on strictly 
insurance principles, is doomed to failure. 


The President’s crop insurance committee, the ex- 
perts in the Department of Agriculture, and Senator 
Pope, have tackled the problem without any illusions. 
They are making a sincere and determined effort to 
evolve a practical, workable plan. They have not shut 
their eyes to the almost insurmountable difficulties which 
confront them. 


Whether or not the proposed plan, or any other, can 
succeed, depends not so much on the bill which grants 
the authority and provides the machinery, but on the 
practical approach to the problem and the sound admin- 
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istration of any plan which is developed by those ap- 
pointed to carry on the task. Whether or not the plan 
which is finally evolved can be regarded as “insurance” 
depends on several factors—whether or not the rates 
are developed on a sound actuarial basis, whether or 
not they are properly applied, and the method and char- 
acter of the loss adjustments. It may be argued by some 
that the plan cannot be regarded as insurance because no 
charge is to be included in the rate to cover the cost of 
administration. It is obvious, however, because of the 
complicated nature of the problem, that use will have to 
be made of the various agricultural agencies already in 
the field in administering the program. It would be in- 
efficient and would add too heavy a burden of expense to 
employ as large a staff as would be necessary if the pro- 
gram were to be administered entirely independently. 
Under such a plan of operation the principles of insur- 
ance can still be maintained. However, just so far as all 
elements are not taken into account in computing the 
final results, it will be improper as well as impossible, to 
attempt a comparison of the crop insurance program 
with any plan of insurance on a private basis. 

It is in connection with rate making, however, where 
the greatest difficulty will be encountered. It is con- 
templated that each farm will be charged according to 
its experience, as modified by an average of the ex- 
perience of the county in which the farm is located and 
the actual experience of the farm itself. It is obvious 
that in high hazard territory, this method will produce 


a ap ey premi- 

um charge even in 
¢ FEDERAL 
INSURANCE 


the absence of any 
loading for admin- 
istrative expense. 
If adhered to, it is 
believed that a rate 
will be produced 
which will deter 
many farmers from applying for insurance. On_ the 
other hand, it is hoped that such a rate-making procedure 
will have the effect of taking out of production marginal 
and submarginal lands. 

T is obvious that any government program operated 

on sound insurance principles will encounter the 
same difficulties which always face private insurance 
enterprises. The farm mutual companies writing hail in- 
surance on growing crops find a demand of rather large 
proportions for this form of coverage immediately after 
disaster has struck in some area, but that it is not long 
thereafter when the interest of the farmer in insurance 
protection wanes considerably. Arty Federal crop in- 
surance program in the number of farms covered will 
fluctuate considerably. It remains to be seen whether a 
sufficient number of farmers will remain interested over 
a long enough period of years to permit of the accumula- 
tion of sufficient resources in the reserves of the corpor- 
ation to take care of periods when disaster strikes with- 
out the necessity of further appropriations by Congress. 

If rates are not made on a fair and equitable basis, if 
adjustments for losses are not likewise fair and rea- 
sonable in taking into consideration the variable factors 
in the planting, care and harvesting of the crops, and if 
the enterprise is not made self-sustaining, then of course 
it cannot, under any sense of the term, be regarded as an 
“insurance” program. 

With the interest in the matter and the sane and con- 
servative approach to the problem now being made by 
the government experts, we believe that a sound plan 
can be developed. Whether on that basis it will prove 
attractive to the farmer, remains to be seen. 
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Report Outlines 
Mutual Philosophy 


\ SINGULARLY CONCISE EXPOS!I- 
TION OF THE BUSINESS PHILOSOPHY 
underlying the mutual system of in- 
surance is contained in the introduc- 
tion to the annual report of Presi- 
dent Bertrand J. Perry to the 
directors of the Massachusetts Mu- 
tual Life Insurance Company. 

“In these days when the financial 
affairs of corporations are so much 
in the public mind,” the statement 
points out, “it may not be out of 
place for me to remind you that your 
company is not an association or- 
ganized for the purpose of making a 
profit on capital invested, but a body 
of policyholders whose common in- 
terest and sole purpose is that of pro- 
viding life insurance or old age pro- 
tection for their beneficiaries or 
themselves. 

“We have no stock, and we have 
no stockholders. The executive man- 
agement is concerned solely with the 
duty of providing insurance and 
other benefits at as low a cost as is 
compatible with safety. 

“We represent organized thrift, 
and not profit making. We have pro- 
vided social security for over eighty- 
five years, during which period we 
have paid out to our policyholders 
or their beneficiaries over seven hun- 
dred millions of dollars.” 

e* 6e ® 


Federal Regulation of 
Insurance 


CONGRESSMAN HOBBS OF 
ON FEBRUARY 17, INTRODUCED TWO 
bills: H. R. 4847, making it unlaw- 
ful for any person, firm, association, 
or corporation not expressly ex- 
cepted from the operation of the Act 
to use the mails to solicit or effect 
insurance or to collect or to transmit 
insurance premiums in any State 
without first complying with the in- 
surance laws thereof; the other, H. 
R. 4838, making it unlawful to solicit 
or effect insurance or collect or to 
transmit insurance premiums in any 
State without first securing a_per- 
mit from the Securities and Ex- 
change Commission of the United 
States. 

The bills have been referred to the 
House Committee on the Post Of- 
fice and Post Roads. 


\LABAMA, 


The bills are aimed at the great 
number of health and accident in- 


surance companies, Royal societies, 
assessment associations and so-called 
assessment life companies claimed to 
be operating in many states on an 
unauthorized basis. 
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NOTES ABOUT 
the 
INSURANCE WORLD 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 
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Miscellany 
LOS ANGELES BANK DEVISES BRANCH 
OFFICE WHERE THE MOTORIST CAN 


make deposit without leaving his car 
—79% of all accidents in the U. S. 
during 1935 occurred on the straight- 
away— Cincinnati and Louisville 
stores are having difficulty filling de- 
mand for goods now that flood waters 
have receded—During last four years 
a Chicago cab company has carried 
63 million passengers some 160 mil- 
lion miles without a fatal injury— 
The sales slogan for new unbreakable 
eye-glasses, spectacles and goggles 
now being produced is “Good after 
every drop’’—It takes at least 30 tons 
of water to produce a bushel of wheat 
—77% of the plate glass manufac- 
tured in 1936 was used by the auto- 
mobile industry—Of the 24,902 laws 
enacted by Congress since 1789, the 
Supreme. Court has found only 73 
of those acts (or parts of them) to be 


in conflict with the Constitution— 
After two years of experimentation 
Boston professor reveals that many 
motorists involved in night-time acci- 
dents are neither reckless nor incom- 
petent, but are unconscious victims of 
vitamin deficiency—More than 97% 
of drivers involved in fatal accidents 
have had one or more years’ driving 
experience — Chicago, according to 
real estate experts, faces a rent boost 
of $90,000,000 this Spring—Accord- 
ing to U. S. Civil Service Commis- 
sion reports there are 829,794 civil 
employees in the executive branch of 
the United States Government, which 
means that in a total population of 
127,000,000 there is one overseer for 
every 153 persons—There are now 
17,943,000 wage earners protected by 
unemployment compensation in 36 
states—Recent legislation enacted in 
Idaho reducing from six months to 
six weeks the time divorce seekers 
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must live in the state before filing 


proceedings, threatens Reno’s su- 
premacy as America’s “divorce cap- 
ital.” 

e e@ ® 


Interesting Proposed 
Federal Legislation 


BILL S. 1682, INTRODUCED BY SENA- 
TOR MC KELLAR OF TENNESSEE, WILL, 
if passed, abolish the legal fiction 
that a corporation is a citizen of the 
state by which it is chartered. The 
bill reads as follows: 

“Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the legal fic- 
tion, that a corporation is a citizen 
of the State by which it is chartered, 
is hereby abolished. 

“Sec. 2. For jurisdictional pur- 
poses in the Federal courts, every 
corporation shall be deemed a citi- 
zen of the State in which its stock- 
holders, or any of them, reside.” 

No hearings have as yet been 
held. 

e @ @® 


Corporation Licensing 


TWO BILLS, PROVIDING FOR FED- 
ERAL LICENSING OF CORPORATIONS, 
have been introduced in the United 
States Senate and referred to the 
Judiciary Committee, of which Ari- 
zona’s Senator Ashurst is chairman. 

Senate bill 10, introduced by 
Joseph C. O’Mahoney, senior Sen- 
ator from Wyoming, prescribes con- 
ditions under which corporations may 
engage in interstate or foreign com- 
merce and adds four members to the 
Federal Trade Commission to handle 
new duties assigned to that body. 
Under this bill, a license to engage in 
interstate or foreign commerce may 
be issued only to a corporation com- 
plying with certain rules regarding 
hours of labor, collective bargaining, 
employment of women and minors, 
and unfair methods of competition. 
Title II of this bill also provides for 
national incorporation of companies 
to engage in interstate or foreign 
commerce, and provides certain gen- 
eral powers, privileges, duties, and 
disabilities for such corporations. 
This portion of the bill provides for 
organization, operation, regulation, 
and dissolution of such companies. 
However, in this act, insurance cor- 
porations are among those specifically 
exempted. There is a proviso that any 
exempt corporation which controls or 
influences (through stock ownership, 
voting trusts, holding companies, or 
otherwise) a corporation subject to 
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the act, thereby becomes subject to 
the act itself. This proviso would not, 
however, apply where the exempt cor- 
poration is merely voting stock ac- 
quired and held by it in the usual 
course of its business, and is not ex- 
ercising control. Hearings are now 
in progress on this bill. 

Senator Borah’s bill (S. 721), cited 
as the Corporation Licensing Act of 
1937, makes it unlawful for any cor- 
poration to engage in interstate or 
foreign commerce without a license 
from the Federal Trade Commission. 
Certain classes of corporations, such 
as common carriers, radio broadcast 
licensees, and publishing houses, are 
specifically exempted, but no mention 
is made of insurance companies. 
However, it would seem that under 
the case of Paul v. Virginia, 8 Wal- 
lace 168, (1869), any specific exemp- 
tion for insurance companies is un- 
necessary. It was there held that 
issuing a policy of fire insurance is 
not a transaction of commerce, nor 
are the policies articles of commerce, 
nor are they interstate transactions, 
although the parties reside in differ- 
ent states. This bill also provides 
that a corporation shall be deemed to 
be engaged in interstate or foreign 
commerce if it controls, directly or 
indirectly (through stock ownership, 
voting trusts, holding companies, or 
otherwise), a corporation engaged in 
interstate or foreign commerce. 
Nevertheless, Paul v. Virginia should 
protect insurance companies from the 
burdens imposed by these bills. 


Clark Leaves New York 
Department 

SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK RECENTLY ANNOUNCED 
that Rollin M. Clark, First Deputy 
Superintendent, has resigned effective 
April 30, 1937. Mr. Clark is leaving 
the Insurance Department to become 
associated with the Continental Casu- 
alty Company and the Continental 
Assurance Company of Chicago. 

In announcing Mr. Clark’s resig- 
nation, Superintendent Pink said: “I 
have often heard it said that there 
are many men in the New York De- 
partment among the deputies and bu- 
reau chiefs who are capable of being 
Superintendent of Insurance. This 
applies particularly to Rollin M. 
Clark, who is resigning as First Dep- 
uty, to take an important position in 
the insurance field. Mr. Clark has all 
of the qualities which make an ideal 
insurance executive. He has a fine 
background of education and insur- 
ance experience. He is a student and 
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thinker along progressive and con- 
structive lines and possesses rare tact 
and judgment. He was originally ap- 
pointed a Deputy by Superintendent 
Van Schaick and I appointed him 
First Deputy when Howard Spencer 
resigned that position to resume the 
practice of law. 

“The First Deputy is the ‘right 
arm’ of the Superintendent and this 
Mr. Clark has been in every respect. 
His counsel and his help have been 
invaluable. 

“The Department has proven to be 
a training ground from which men 
of unusual ability go out to important 
positions in the insurance industry. 
It is unfortunate that Mr. Clark’s very 
great abilities are to be lost to the 
State of New York. The offer which 
he has received and which is too at- 
tractive to refuse comes from a com- 
pany in Chicago. Congratulations are 
due the Continental group and _ fhe 
insurance fraternity of Chicago. 

“It is expected that the vacancy 
will be filled by readjustment within 
the Department.” 

ee @ @ 


“Mutual Review" New 
Agents Publication 


AN IMPORTANT FORWARD STEP IN 
TIE PROGRAM OF THE NATIONAL AS- 
sociation of Mutual Insurance Agents 
to bring into closer contact agents 
representing mutual companies was 
taken last month when the “Mutual 
Review” published its first issue as 
the National Association’s official 
publication. 

Formerly a publication of the Ohio 
Association of Mutual Insurance 
Agents, the magazine enters its larger 
field ‘under the direction of Leonard 
H. Jones, Advertising Manager of 
the Lumbermens Mutual Insurance 
Company, Mansfield, Ohio. Mr. 
Jones was recently named Executive 
Secretary of the National Associa- 
tion. Publication offices are located 
at Mansfield. Its first issue as a na- 
tional publication was _ attractive 
enough, both in content and typog- 
raphy, to give promise that the 
“Mutual Review” will win success 
in its specialized field. 

ee @ ® 


New Commissioner Ap- 
pointed in South Dakota 


P. J. DUNN OF MILLER, SOUTH DA- 
KOTA, HAS BEEN APPOINTED STATE 
Insurance Commissioner, effective 


July 1, 1937, it was recently an- 
nounced by Governor L. Jensen. He 
will succeed W. J. Dawson who has 
served during the past four years. 
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Four More Mutuals 
Reach Century Mark 
In 1937 


THE OLDEST INSURANCE ORGANIZA- 
TION IN OHIO— THE COLUMBIANA 
County Mutual Insurance Company 


of Lisbon—on March 2nd joins the 
select group of mutual fire insurance 
companies which have been in busi- 
ness for one hundred years. It was 
founded on March 2, 1837, by a 
group headed by Benjamin Hanna, 
grandfather of the celebrated Mark 
Hanna. Since that time the company 
has had thirteen presidents and nine 
secretaries. The first secretary was 
D>. Lb. Pentecost, who served only two 
years; L.. S. Ward, the present secre- 
tary, took office in 1923. 

(ther mutual fire companies which 
complete their first century this year 
are the Glen Cove Mutual Insurance 
Company, Glen Cove, New York, the 
Dedham Mutual lire Insurance 
Company, Dedham, Massachusetts, 
and the Washington County Fire In- 
surance Company, Washington, 
ennsylvania. Their addition to the 
list will bring to thirty-nine the total 
of century-old mutual fire imsurance 
companies, 

e* e ® 


Name T. B. Curry Con- 
necticut Deputy 
Commissioner 


PHOMAS B. CURRY, HARTFORD AT- 
PORNEY, BEEN APPOINTED TO 
the newly-created post of deputy in- 
surance f Connecti- 
cut, after having served a brief term 


IEAS 


commissioner of 


as chief clerk of the department. Mr. 
Curry was admitted to the bar in 
1915, after his graduation from the 


University of Notre Dame. 


Sanford Is Named 
Michigan Deputy 
Commissioner 
L. 1. SANFORD, A MEMBER OF THE 
MICHIGAN INSURANCE DEPARTMENT'S 
examining force for some years, was 
named second deputy commissioner 
in a recent announcement by Com- 
missioner C, I. Gauss. He succeeds 
kK. M. Morse, who returns to his 
former post as head of the licensing 

division. 

Commissioner Gauss has been as- 
sured support from insurance and 
legislative sources in seeking a larger 
budget for his department, and is re- 
ported as ready to make additions to 
his staff if additional funds are se- 
cured, 
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NEWS ... 







Compulsory Automobile 
Insurance Repeal? 


\T A LEGISLATIVE HEARING ON 
MARCH 1, COMMISSIONER FRANCIS J. 
DeCelles of Massachusetts appeared 
in favor of a bill providing for a 
referendum on the repeal of the Com- 
pulsory Automobile Insurance Law. 
Ile declared that this statute, under 
which motorists have paid out more 
than $200,000,000 in insurance pre- 
miums, has resulted in so much cor- 
ruption in legal and medical practices 
through false ciaims, that the people 
ought to have an opportunity to ex- 
press their opinion on whether or not 
the statutes should be retained. 


Truck Drivers’ Own 
Court Cuts Accident 
Toll 


\ UNIQUE “SAFETY COURT” IN 
WHICH THE EMPLOYEES THEMSELVES 
determine the responsibility for acci- 
dents in which the company’s truck 
drivers are involved, has proved an 
extremely effective instrument for ac- 
cident prevention over the ten year 
period during which it has been 
operated by Columbia Terminals 
Company of St. Louis. The concern 
operates a fleet of motor trucks in 
railroad transfer business. An annual 
bonus is paid each driver who does 
not have an accident during the year. 
ne driver has had no accidents in 
eleven years, and nine others have 
perfect records for ten years. The 
number of mishaps has decreased 
from 818 in 1926 to 53 in 1936. 


Auto Accidents 
in Minnesota 


\. V. ROHWEDER, CHAIRMAN OF 
THE MINNESOTA SAFETY COUNCIL, IN 
his report to the organization, given 
at its recent annual dinner, con- 
tended that city streets provide safer 
traffic than do the country highways. 


In support of this statement, he 


quoted figures to the effect that 196 
persons lost their lives last year in 
cities of 5000 or more; that 453 met 
death on rural highways and in the 
smaller communities. 

The largest number of fatal acci- 
said to 


dents were have occurred 





during darkness—more than 60 per 
cent of the fatal accidents taking 
place during such hours. Last year 
liquor played a part in from 10 to 
15 per cent of the 649 traffic fatali- 


ties. Only a small percentage of 
fatalities were charged to defective 
vehicles. Driving to work in the 
morning hours was declared to be 
four times as safe as driving home in 
the evening. 

ee @ ® 


Health Insurance 
Measure Introduced 
In Congress 


\ BILL (S. 855) FOR A FEDERAL 
HEALTH INSURANCE LAW HAS BEEN 
introduced by Senator Capper from 
Kansas. 

The bill sets up a Federal Health 
Insurance Board of three members, 
with a Director of Health Insur- 
ance as chairman and chief adminis- 
trative officer, to administer the act, 
make necessary rules and _ regula- 
tions, inquire into state systems, and 
cooperate with state authorities. 
There is also created a Federal Ad- 
visory Council of twelve members 
to advise the Board, three of the 
members to be representatives of em- 
ployers, three of employees, three of 
the professions engaged in furnish- 
ing medical service, and three of the 
public. The Board is directed to ap- 
prove state systems of health insur- 
ance which have provisions for: 

1. A fund maintained by regular 
contributions from the state, employ- 
ers, and employees. 

2. Cash benefits for loss due to 
disability after a waiting period of 
three to five days and at a rate of 
fifty per cent of the employee’s full 
time wage, with additions for de- 
pendents. 

3. Maternity benefits to women 
employees for a period of six weeks 
before and six weeks after birth of 
a child. 

4. Medical benefits to employees 
and their dependents, to include 
medical, surgical, hospital, nursing, 
clinical and dental services. 

5. Voluntary insurance for those 
who are in employment not under 
the act, who are unemployed though 
capable of being employed, who are 
receiving old age unemployment 
benefits or relief and others. 

6. Administration by a central 
state agency with local councils. 

7. Subrogation in cases where the 
recipient of the benefits has a claim 
against another for workmen’s com- 
pensation or otherwise. 

The bill appropriates $200,000,000 
annually of federal funds to be ap- 











portioned among the states by the 
Board, each state’s allotment to equal 
one-fourth of the amount contributed 
from within the state. 


Silicosis Bill Due 
In Pennsylvania 


\ BILL TO MAKE SUCH OCCUPA- 
TIONAL DISEASES AS SILICOSIS, AN- 
thraco-silicosis, and chronic miner’s 
asthma compensable in Pennsylvania 
has been prepared for presentation to 
the legislature of that state by the 
Pennsylvania Department of [Labor 
and Industry. 

Under the proposed bill the em- 
ployer and the state would pay 
jointly for a period of four years 
compensation for disability or death 
due to diseases which developed 
after an exposure of five or more 
years. One fifth of the compensation 
would be paid. by the employer, and 
the balance by the state, with the 
employer having to bear the entire 
cost after four years. 


Auto Loss Ratio Down 
in North Carolina 


THE PERCENTAGE OF LOSSES PAID 
TO PREMIUMS RECEIVED DECREASED 
from 59.9% to 45.2% in North 
Carolina during 1936, it has been 
announced by Insurance Commis- 
sioner Dan C. Boney. The decrease 
was the largest in many years. 

Losses in this class have been ex- 
cessive for the five years preceding 
1936. Responsibility for the decrease 
is attributed to the work of recently 
formed Division of Highway Safety 
in eliminating careless drivers and 
in patrolling the highway, and to an 
increase in the efficiency of traffic 
officers in cities and towns. 


Radio Programs Pre- 
pared For A and H 
Week 


\ SERIES OF ELECTRICALLY TRAN- 
SCRIBED RADIO PROGRAMS HAS BEEN 
prepared for distribution to individ- 
ual agencies and companies who may 
wish to use time on their local radio 
broadcasting stations in connection 
with National Accident and Health 
Insurance Week, April 26-30. 

The programs, under the title “It 
Happens Every Day,” dramatize the 
more common types of accidents. 
They were produced by the 1937 
Accident and Health Insurance 


Week Committee. 
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C. E. Hodges, Jr., Named 
President 


CHARLES E. HODGES, JR., HAS BEEN 
NAMED PRESIDENT OF THE AMERICAN 
Policyholders’ Insurance Company 
and the Allied American Mutual Tire 
Insurance Company, affiliates of the 
American Mutual Liability Insurance 
Company of Boston, of which he is 
also President. His election to the 
two offices, announced after recent 


C. E. HODGES, JR. 


meetings of the Board of Directors, 
places him in the same position of 
command achieved by his father in 
fifty years of association with the 
companies. The senior Hodges died 
last January 22. 

Several other changes in the per- 
sonnel of the companies were also 
made. In the American Mutual Lia- 
bility Insurance Company, Robert M. 
Allen was named Assistant to the 
President ; Gregory T. Crisp and H. 
J. Ginsburgh, Assistant Vice-Presi- 
dents; Leslie P. Hemry, Assistant 
Secretary, and George Putnam and 
Wilmot I*. Wheeler, Directors. 

Mr. Allen was also chosen Vice- 
President of the Allied American 
Mutual Fire Insurance Company, and 
Hovey T. I'reeman was elected a 
Director. Henry C. Kneppenberg, 
Jr., was elected Vice-President ; 
rank R. Mullaney, Vice-President 
and Secretary; Ralph M. Teed, As- 
sistant Secretary; [tustis Walcott, 
Assistant Treasurer, and Joseph S. 
Pendleton a Director, of the Ameri- 
can Policyholders’ Insurance Com- 
pany. 
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Is Muscle or Mentality 

The Fireman's Need? 

THE ANCIENT QUESTION OF 
WHETHER BRAIN OR BRAWN IS THE 
more desirable attribute is currently 
vexing New York’s Municipal Civil 
Service Commission. This time it is 
in connection with the examination 
of applicants for posts as rookie fire- 
men, and to date the weight of opin- 
ion seems to be decidedly upon the 
side of brawn. 

The Commission has been con- 
sidering making a high school edu- 
cation a prerequisite for employment 
as a fireman and making the physical 
examination merely a qualifying one. 

One of the chief advocates of the 
superiority of muscle over mentality 
in the Fire Department was Lattalion 
Chief David J. Oliver, Chief Instruc- 
tor in the Fire College of the New 
York Department. 

“The work of a fireman is the hard- 
est kind of manual labor,” he as- 
serted, “and although education mav 
affect it indirectly, it can never be 
applied directly to a fireman’s job. 
It is more important to have good 
solid physical development, even 
though education is always something 
to be desired. lire fighting is hard, 
dirty work, and you need a good 
back, a good pair of legs, and two 
good eyes. 

“The physical standards used by 
the Commission are too low now. I 
have seen men pass a civil service ex- 
amination for firemen at 100 per cent, 
and they weren’t able to carry a 
twenty-five foot ladder, weighing 
eighty-five pounds, across the train- 
ing yard, thirty-five feet, in an up- 
right position.” 

Another advocate of physical fit- 
ness was Paul N. Brennan, Physical 

examiner for the Commission, who 
pointed out that a man capable of 
winning the heavy-weight boxing 
championship of the world would 
probably not pass nearly as satisfac- 
tory an examination as an attorney, 
but that the fighter would almost un- 
questionably make a better fire 
fighter. 

So much evidence was introduced 
by both sides that the Commission is 
not expected to commit itself for 
some time on the brain versus brawn 


issue. 
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Insurance Settlement 
For Damage By Sit- 
downers Awaited 


SOME OF THE QUESTIONS WHICH 
I AVE BEEN PUZZLING INSURANCE 
men in connection with company lia- 
bility under use and occupancy con- 
tracts for damage caused by sitdown 
strikers are likely to be settled as an 
aftermath of the recent sitdown strike 
at the I'ansteel Metallurgical Corpo 
ration, of North Chicago, Illinois. 

The corporation carried both riot 
and riot use and occupancy insur- 
ance, and is seeking to recover the 
damages incurred during the occu- 
pancy of the plant by the strikers, and 
during the gas attack by which dep- 
uty sheriffs finally ousted them from 
the property. 

ee @ @ 


Falkanger Heads Local 
Chamber of Commerce 


J. W. FALKANGER, SECRETARY 
\SSISTANT TREASURER OF THE IM- 
plement Mutual Insurance 
Company of Grand Forks, North Da- 
kota, was recently elected President 
of the Chamber of Commerce of that 
city. Mr. 
held the 
resident. 


AND 


Dealers 


alkanger had previously 
position of First Vice- 


Decision Georgia Case 
Involving Unlicensed 
Cover Law 


IN THE SUPERIOR COURT \T GAINES- 
VILLE, GEORGIA, JUDGE B. P. GAILLARD, 
Jr., in overruling demurrers filed by 
the defense in a suit to recover $150,- 
000 from a corporation insured by 
the factory mutuals held in the 
(seorgia unlicensed cover law to be 
constitutional. The statute in litiga- 
tion, in effect, provides that if a citi- 
zen of Georgia insures in a company 
not licensed to do business in the 
state and recovers on a under 
such policy contract, the person who 
informs the Court and proves that 
the assured made such recovery may 
collect for himself one half of the 
penalty of 10 percent of the amount 
recovered by the assured. Under the 
law, the remaining 5 percent goes to 
the state. In the case at bar Sidney 
Weiss seeks to make such recovery 
from the Pacolet Manufacturing 
Company of Gainesville. He alleged 
that this company held policies in the 
\ssociated Factory Mutuals of 
Providence, Rhode Island; that the 
companies are not licensed; that fol- 
lowing the tornado last Spring the 


loss 
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property of the company was dam- 





aged and losses of $1,500,000 were 
paid by the companies. 

Attorneys for the defendant com- 
pany demurred, contending that the 
Georgia Law is unconstitutional and 
that it impairs the obligations of con- 
tracts and deprives citizens of their 
right to contract guaranteed under 
the Constitution. Judge Gaillard held 
that under the police power of the 
state it has the right to supervise and 
control the writing of business by in- 
surance companies in the state. An 
appeal will undoubtedly be taken. 


More Regulation of 
Commissions 


UNDER A NEW YORK DATE LINE OF 
MARCH 4, THE CHICAGO JOURNAL OF 
Commerce carries a story to the ef- 
fect that the New York Insurance 
Department is considering the spon- 
sorship of a bill which, if passed, will 
place the control over all commis- 
sions paid on fire insurance contracts 
in the hands of the New York Fire 
Insurance Rating Organization. It is 
stated that this matter grows out of 
the difficulty of exercising supervi- 
sion of commissions in New York 
State outside of the metropolitan area. 
It was also reported that in connec- 
tion with casualty and surety lines, 
the supervision or control over the 
commissions will be lodged in the 
Casualty and Surety Rating Organ- 
ization. If these reports are true and 
the bills are actually introduced, the 
legislative hearings should be more 
than interesting. 


Stock Pool And 
Government Business 


THE ORGANIZATION OF THE STOCK 
INSURANCE CARRIERS FORMED TO 
take care of insurance on certain 
properties on which the Home Own- 
ers’ Loan Corporation has made 
loans, known as the Stock Company 
Association, has under consideration 
an amendment to its constitution per- 
mitting the Executive Committee to 
enter into agreements with any and 
all agencies or departments of the 
Kederal Government for insuring 
properties either under the control of 
such agencies or on which loans have 
been made. The present constitution 
limits the organization to properties 
owned or controlled by the Federal 
Housing Administrator or the Home 
Owners’ loan Corporation. 

The proposed revised article of the 
constitution to be acted on at the 


annual meeting of the association on 
March 19 reads as follows: 

“The purpose of this association 
shall be to effectuate and comply with 
all the provisions of the agreement 
hetween the Home Owners’ Loan 
Corporation and the members of this 
association dated February 28, 1935, 
and any amendments to said agree- 
ment agreed to by Home Owners’ 
[.oan Corporation and all members 
of this association, and in addition 
thereto, in the discretion of the exec- 
utive committee of the association to 
enter into an agreement or agree- 
ments with any and all agencies or 
departments of the Federal Govern- 
ment, for the purpose of insuring 
property owned or controlled by it or 
them, in which it or they may have 
an insurable interest.” 


Ohio Ruling on 
Solicitors’ Compensation 


\ RECENT RULING BY SUPERIN- 
TENDENT BOWEN OF OHIO PROHIBITS 
the payment of commission or other 
consideration by agents to solicitors 
on “the kind or kinds” of insurance 
for which they are licensed to repre- 
sent other agents. The ruling states 
that the agents may pay commission 
or consideration to solicitors em- 
ployed by them only on the lines for 
which the solicitor is licensed to 
represent them. The ruling is re- 
printed in full below: 

To All Fire and Casualty Agents and All 

Solicitors : 

Re: Transaction of Insurance Business 
With and Compensation to Solicitors 

Section 644-1 of the General Code pro- 
vides for the employment of solicitors 
for insurance, other than life, by agents 
and specifies in part that “Solicitors shall 
not represent themselves, by advertise- 
ment or otherwise, as agents of insurance 
companies for which their employer may 
be the authorized agent, and such solic- 
itors shall in all instances represent them- 
selves only as solicitors for said author- 
ized agent.” Further: “For the purpose of 
licensing solicitors, insurance shall be con- 
sidered as of three classes, namely: (1) 
fire, including marine and inland transpor- 
tation, (2) casualty, and (3) surety. Each 
solicitor’s license shall state the kind or 
kinds for which issued and no solicitor 
shall be licensed for the same kind of 
insurance by more than one agent.” 

In order to support the evident intent 
of this Section of the insurance laws, it 1s 
the ruling of this office that only a li- 
censed resident agent may accept insur- 
ance business on property, or in connection 
with property, procured by a solicitor; and 
such a licensed resident agent may only 
pay or allow a commission, or other com- 
pensation or valuable consideration on 
such business to a solicitor who is licensed 
for such agent, as set forth in Section 
644-1, and only on the kind or kinds of 
insurance which the solicitor is licensed 
by this Division to transact with him. 

(Continued on Page 27) 
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In Years of Bumper Wheat Crops, Premiums Will be Paid For Insurance Against Crop Failure. 


CROP INSURANCE IN THE UNITED STATES 


Hilé last four years have been 

rich in legislative action of 

benefit to the farmer. The 1932 
farm income was the lowest within 
a generation. It had decreased from 
about $12,000,000,000 in 1929 to $3,- 
000,000,000 in 1932. The income of 
the farmer had decreased more in 
percentage than that of other indus- 
tries. The widespread distress of the 
farmer was merely a forerunner of 
general economic distress throughout 
the Nation. Any one who gives the 
least consideration to economic 
trends knows that when the basic in- 
dustry of agriculture languishes a 
general business collapse inevitably 
follows. 

At the beginning of the Roosevelt 
administration it was realized that, 
as a first step toward recovery, legis- 
lation must be enacted to restore a 
measure of prosperity to agriculture. 
The agricultural adjustment act was 
passed. It contained a distinctly new 
approach to the farmers’ problems. 
There were then 394,000,000 bushels 
of surplus wheat and about 12,000,000 
bales of surplus cotton. exports of 
these commodities were at an ex- 


A Radio Address 
By Senator James P. Pope of Idaho 


tremely low ebb. Since these huge 
surpluses existed, their depressing ef- 
fect upon the market price was every- 
where realized. It was necessary, in 
some way, to reduce surpluses. A 
substantial portion was _ purchased 
and used by the Government for re- 
lief of the destitute. A permanent 
program to reduce them, however, 
was necessary and the agricultural 
adjustment act was considered as a 
means to that end. This meant cur- 
tailment of production. This princi- 
ple, which had never before been ap- 
plied to agriculture, met with serious 
objection from many sources. Many, 
who were familiar with the common 
practice of manufacturers and mer- 
chants in the adjustment of their 
stocks to conform to the demand, 
could not bring themselves to ap- 
prove a policy that would apply the 
same principle to agriculture. It was 
commonly said there should be no 
curtailment of production so long as 
there were consumers anywhere in 


the world who needed these products. 
The fact that Adam Smith, the great 
English economist, a century ago de- 
fined demand as effective demand, 
and that neither the manufacturer, 
the merchant nor the farmer could 
possibly escape the law of supply and 
demand and continue to exist, did 
not answer the objection in’ some 
minds, 
e@:-e ® 

T was determined by Congress, 

however, that an effort would be 
made to reduce production and to 
give the farmer benefit payments to 
compensate him for curtailing pro- 
duction. This law was in operation 
until it was declared unconstitutional 
by the Supreme Court early in 1936. 
lew people will now deny that the 
act was of tremendous benefit to the 
farmer and to the country. The fact 
is it played a major part toward re- 
covery. When it was destroyed by 
the Supreme Court an immediate ef 
fort was made to enact a substitute 
The soil conservation act, under 
which the farmer would receive bene 
fits for conserving his soil and in 
cidentally curtailing his production of 
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basic crops, was passed by the Con- 


gress. This law has now been in 
operation for about one year. It is 
meeting with a fair degree of suc- 
cess, and unless it is held unconsti- 
tutional by the Supreme Court it is 
destined to become a permanent con- 
structive program for agriculture. It 
is sought now to supplement this pro- 
gram with a plan for crop insurance 
and one for relief from farm tenancy. 
Bills have been introduced in Con- 
gress covering both of these matters. 
They constitute the major effort for 
beneficial farm legislation this year. 
lor more than half a century crop 
insurance has received the attention 
of a few far-sighted economists. So 
long ago as 1868 a German econo- 
mist prepared a rather complete report 
on the principles of crop insurance. 
This report was in response to a re- 
quest from the Japanese government. 
In it the author suggested many of 
the factors that must be considered in 
any successful program. He called 
attention to the fact that it would be 
necessary to spread the risk over a 
large territory; that insurance of 
farmers’ yield would be practical, but 
that insurance of price fluctuations 
would be exceedingly difficult. 


N this country a number of efforts 

were made by private insurance 
companies to cover growing crops. 
These efforts were generally attended 
with failure because of lack of capital, 
limited area and lack of actuarial 
data. These private efforts usually 
included price fluctuations. Certain 
mutual associations of farmers un- 
dertook to write tornado insurance 
with some degree of success, but they 
did not meet the need for a general 
crop insurance program. Certain 
States have experimented with hail 
insurance with some success. 

It seemed apparent, after these ef- 
forts, that to have a comprehensive 
and effective program of insurance 
for crops, the Federal Government 
should take it in hand. 

‘rom time to time, bills have been 
introduced in Congress to provide for 
crop insurance. They were based on 
various theories. Last year I intro- 
duced a bill authorizing the Depart- 
ment of Agriculture to put into effect 
a plan for insurance against extraor- 
dinary and unusual natural hazards. 

Then followed the research work 
by the Bureau of Agricultural Eco- 
nomics, the appointment of a commit- 
tee by President Roosevelt to make 
recommendations, and the introduc- 
tion of Senate bill 1397, providing 
for crop insurance on wheat. Hear- 
ings are now being held on this bill 
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and a wealth of information is being 
obtained. 

This bill provides for the creation 
of a “Federal crop insurance corpo- 
ration” with a capital stock of $100,- 
000,000 to be appropriated by the 
United States. This amount is to 
serve as a reserve to be drawn upon, 
if necessary, to pay indemnities dur- 
ing the first few years of operation, 
in case losses exceed premiums. This 
would happen only in the event of 
widespread crop failures. If normal 
crops be produced premiums will 
cover indemnities and the money ap- 
propriated will not be used. 

ee @ @ 


F ROM the reports of the experts, 
if this bill had been a law in the 
beginning of 1930 and had been in 
operation since that time, no part of 
this money would have been used. 
lor the years 1930, 1931 and 1932, 
there would have been an excess of 
premiums over indemnities. This ex- 
cess would have covered the excess 
of indemnities which would have been 
paid during the drought years of 
1933, 1934 and 1935. It is not ex- 
pected there will be a succession of 
dry years in the immediate future, 
but it is well to provide against such 
an eventuality. 

The bill further provides that the 
business of the corporation will be 
conducted by a manager and Board 
of Directors, the directors to be ap- 
pointed by the Secretary of Agricul- 
ture. Then follows a most interesting 
and novel feature of the plan. Pre- 
miums are to be paid in wheat and 
the indemnities will be paid in wheat, 
except that such wheat may be trans- 
lated into cash equivalent for con- 
venience in handling. The premium 
wheat will be stored in warehouses 
and kept as a reserVe for paying in- 
demnities. This is the ever normal 
granary idea about which we have 
heard for several years. Let us for 
a moment consider the effects of such 
a program, 

[It is generally true that when there 
is a bumper crop of wheat the price 
is low, and when there is a short crop 
the price is high. When the farmers 
will be paying an excess of premium 
bushels, the value is likely to be con- 
siderably less than when the farmers 
are receiving indemnities during a 
short year. The evidence shows that 
if this plan had been in effect from 
1930 to 1936, wheat farmers in the 
Great Plains States would have paid 
in about 75,000,000 more bushels the 
first three years than they would have 
received as indemnities. The value of 
this wheat at the prevailing price was 
about $60,000,000. During the last 
three years about 75,000,000 more 
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bushels would have been received by 
the farmers in indemnities than were 
paid in premiums. At the price of 
this 75,000,000 bushels at that time 
the farmers would have received 
about $95,000,000 or $35,000,000 
more than the value of the wheat paid 
in as premiums. The farmers would 
have made a profit of the $35,000,000 
Heretofore, since farmers are gen- 
erally unable to hold their own 
wheat, the speculators have made this 
profit. How delightful it would be 
for the farmers to be in a position 
where they could obtain these prof- 
its. This would go a long way to- 
ward making the wheat farmer inde- 
pendent. ose 6 


HE wheat, which is collected by 
the insurance corporation in the 
form of premiums, must be held in 
warehouses as a reserve to be paid 
out as indemnities to farmers suffer- 
ing losses of crops. However, since 


the Federal Farm Board withheld 
wheat from the market with dis- 
astrous results, farming interests 


have been fearful of the practice. The 
farmers’ fingers were burned. The 
large surpluses accumulated by the 
farm board were like Damocles’ 
sword suspended over the market. 
Those whose business it is to deal 
in wheat realized that at any time 
hundreds of millions of bushels might 
be placed on the market as the result 
of an uncertain governmental policy. 
This uncertainty depressed the price 
paid to farmers for their crops. 

That possibility has been precluded 
by the provisions of the crop insur- 
ance bill. The reserve wheat held 
by the Government cannot be sold 
except to prevent it from deteriorat- 
ing. It must be held and paid out 
only as indemnities to farmers. It 
cannot, under the provisions of the 
law, be dumped on the market to 
lower the price of wheat. There has 
been some discussion in the hearings, 
which are now in progress, as to the 
advisability of including such a pro- 
vision in every insurance contract so 
there would be a contractual right of 
the farmer as well as a legislative 
declaration to prevent the insurance 
corporation from selling wheat in the 
open market. With such an assur- 
ance as this, wheat buyers will know 
that Government reserves will not 
come on the market except during 
periods of short yield, and the prices 
they offer consequently will be main- 
tained at a high level. It must be 
remembered also that the crop insur- 
ance program is designed for co- 
ordination with the soil conservation 
program so that there will be no un- 
manageable surpluses as in previous 
years. 
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RODUCTION of wheat will not 
be increased as a result of the 
plan, and in all likelihood the supplies 
of wheat held in warehouses will not 
be any larger than they are at the 


present time. The only difference 
will be that reserves are held in stor- 
age by the Government in contrast 
to the present practice by which they 
are held by private speculators and 
financial interests. Private concerns 
are not only able, but will dump 
wheat on the market at any time the 
price is high. When Federal crop in- 
surance becomes a realization, the 
wheat will be held by the Govern- 
ment and cannot be placed on the 
market except through the farmers 
whose crops have been destroyed by 
natural hazards. During bumper 
years large supplies of wheat received 
by the Government as premiums 
would be removed from the market 
and during years of crop failure, it 
would be returned to the farmers 
themselves. It would stabilize the 
price and the supply and tend to in- 
sure continuous production to the 
consumer. 

The bill provides for insurance in 
loss of yields due to drought, flood, 
hail, wind, tornado, insect infestation, 
plant diseases and such other causes 
as may be determined by the board. 
The insurance will not cover the full 
value of average yields. The board is 
given power to determine the per- 
centage of coverage. The reason for 
this is that ordinary losses will be 
borne by the farmer, and short yields 
due to poor cultivation and inefficient 
farm operation will not be covered. 
This is necessary to prevent farmers 
from being indifferent about their 
cultivation and to prevent them from 
planting larger acreage. The purpose 
is to encourage each farmer to be in- 
dustrious and to use good farming 
methods and management. 


T is further provided that the 

operating expenses of the insur- 
ance corporation, including charges 
for storing the grain, will be paid by 
the Government. An appropriation 
of $10,000,000 is provided for that 
purpose. The question may be raised 
as to whether the Government should 
pay the cost of operation. The reason 
for this provision is that such a plan 
would be beneficial to the general 
public. It would benefit the consumer 
by having an ample supply for his 
needs. It would benefit the banker 
by providing security for his loans to 
farmers. It would benefit the mer- 
chant, the manufacturer, the county, 
the State and the Government. It 
would enable the farmer to pay his 
taxes and other obligations. 
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For 10 years the United States 
Government has been appropriating 
large sums for loans and grants for 
the farmer. Large amounts have been 
spent on account of droughts, floods 
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and epidemics of insect and plant in- 
festations. The records show that 
about $615,000,000 was thus ex- 
pended during the last 10 years, or 
an average of over $61,000,000 a 
year. A considerable amount of these 
expenditures would be saved by crop 
insurance, and an annual appropria- 
tion of only $10,000,000 to pay op- 
erating expenses would seem to be 
entirely fair and reasonable. This 
would tend to reduce the amount of 
premiums to be paid by the farmer to 
a minimum and he would receive full 
.indemnity at a reasonable rate. 

While the bill applies only to 
wheat, provision is made for the ac- 
cumulation of data on other crops. 
It is expected that within a short 
time insurance will be extended to a 
number of other commodities—per- 
haps corn, cotton and tobacco. It is 
also desirable that just as soon as 
possible, insurance benefits be ex- 
tended to other crops, such as fruit. 
The fact that fruit is perishable, how- 
ever, raises a new problem. 

ee @ @ 


D' CBT may exist in some minds 
as to the efficiency of the Gov- 
ernment in dealing with insurance 
operations. There are many people 
who believe the Government is much 
less efficient in business matters than 
private industry. On this point it 
will be interesting to observe that in 
1914 shortly after the World War 
began Mr. McAdoo asked Congress 
to organize an American Risk Insur- 
ance Bureau for insuring ships and 
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cargoes. The total of the policies is- 
sued was $2,250,000,000. The pre- 
miums received amounted to $46,- 
000,000 and the losses paid were 
$29,000,000, leaving a profit of $17,- 
000,000. The expense of conducting 
this business for four years was only 
$165,000, or a little over one-third of 
1 per cent upon the premiums re- 
ceived. When we remember private 
insurance costs about 60 per cent of 
the premiums, this record of Govern- 
ment management seems remarkably 
efficient. Fifty thousand dollars was 
appropriated by the Government for 
working capital for this bureau, but 
not a dollar was ever drawn for the 
reason that the premiums received 
from the first exceeded the losses in- 
curred. 

Here is another interesting thought 
in connection with this enterprise. 
In case of war, the demand for wheat 
would be very great. It will be re- 
called that prior to the World War 
we sold all the wheat we could pro- 
duce and thousands of new acres 
were planted. At the time of our en- 
try into the war, we had no reserves 
of wheat for our own people. This 
danger of wheat shortage was recog- 
nized in 1914 by Prof. Josiah Royce, 
eminent philosopher of Harvard Uni- 
versity. He said in a remarkable 
essay entitled “War and Peace’’ that 
“floods, famines, pestilences, earth- 
quakes and volcanoes may interfere 
in various fashions with the economic, 
as well as with the rest of the social 
life of the people thus afflicted. Apart 
from actual famines a considerable 
failure of their crops may impair for 
a season the normal supplies of in 
dividual nations.” If we should have 
a serious crop failure, under those 
circymstances, our people would be 
in actual need of wheat. The reserves 
contemplated under this plan would 
be a godsend. Dr. Royce pointed out 
the necessity of insurance for the 
farmer for these reasons back in 
1914. 

It is not certain that a program of 
crop insurance will be held constitu- 
tional by the present Supreme Court. 
Under the decision in the agricul- 
tural adjustment act case, it is doubt- 
ful whether this act would be con- 
stitutional. However, every effort has 
been made to draft it to meet all 
legal requirements. 


M! IST of the discussion of crop 
insurance has been confined to 
the effect it would have on individual 
farm operators and the wheat mar- 
ket. I desire to call attention to the 
effect of this proposal in relation to 
one of the most serious social prob- 


(Continued on Page 26) 
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New York Holds Hearing on 
Retrospective Rating Plan 


Hl Retrospective Rating Plan 
proposed by the stock carriers 
for the rating of certain work- 

men’s compensation risks was the 
subject of an extended hearing be- 
fore Superintendent Louis H. Pink 
and his deputies Rollin M. Clark and 
J. J. Magrath on Friday, lebruary 
26. The plan, as proposed in New 
York State, is eligible only to risks 
reaching a premium of $10,000 and 
over. The General Manager of the 
New York Compensation Rating 
Bureau, Mr. Leon S. Senior, at the 
Superintendent Pink, 
opened the hearing by outlining the 
plan in a general way. The General 
Manager of the American Mutual 
\lliance was then asked to present 
the case of the opposition. Ile was 
followed by Mr. William Leslie, the 
General Manager of the National 
Bureau of Casualty & Surety Under- 
writers, who presented the views of 
the proponents. 

The plan has previously been ex- 
plained in these pages. The argu- 
ments of the opponents and pro 
ponents follow verbatim. 


request of 


Statement of A. V. Gruhn 

appear here on behalf of the 
| Henan companies in opposition to 
the plan before you for considera- 
tion because we believe it is unfairly 
discriminatory, and therefore illegal ; 
unsound, and therefore improper as 
a permanent part of the system of 
workmen’s compensation ratemak- 
ing; unworkable in practice; and be- 
cause it fails to carry out the objec- 
tives for which it was created. We 
are not opposed to the principle of 
retrospective rating. We are not op- 
posed to curing the defects, if any, 
in the existing Experience Rating 
lan, nor to any sound and satisfac- 
tory means of making it more re- 
sponsive and more effective. We 
favor any sound plan which will 
bring about a lasting improvement in 
the making of workmen’s compensa- 
tion insurance rates. Neither are we 
opposed to proper reductions in the 
expense loading, whether they be in 
the direction of the lowering of that 
part which is referred to as com 
pany expense or in the commissions 
paid to agents. We do emphasize the 
fact that just as in all other phases 


of ratemaking, any changes in the di- 
rection of reductions in company ex- 
penses or in commissions should be 
proper; that they should be uniform 
and equitable and that they should 
benefit the insuring public as a whole 
instead of only a small part of it. 

Although the Retrospective Rating 
lan before you differs somewhat 
from the form in which it was orig- 
inally offered and approved for trial 
only in Massachusetts in the matter 
of the expense loading, it is not im- 
portant that that difference be dis- 
cussed at this time. 

The plan was developed outside of 
the duly constituted rating bureaus, 
and was offered to the bureaus for 
action and not for study. When it 
was first presented it was my _ per- 
sonal view that the only responsi- 
bility resting upon the mutual com- 
panies was to call attention to its de- 
fects and its unfairly discriminatory 
features, permitting it to take its 
course in the various rating organiza- 
tions and in the states without doing 
any more than that about it. How- 
ever, it subsequently developed that 
such a position was untenable, that 
our duty demanded more of us than 
that, we could not escape our share 
of the responsibility in the event the 
plan became generally operative and 
proved to be unsatisfactory. 

Our experience with retrospective 
rating in those states where the plan 
was put into effect developed a cir- 
cumstance unforeseen in the begin- 
ning, which alone: left no other 
course for us to follow than one of 
vigorous opposition. I refer to the 
additional coverage demanded by the 
majority of the risks accepting the 
plan, protecting them against the 
operations of the surcharge in the 
event of an unfavorable experience. 
This I will mention in greater detail 
when referring to our objections to 
and the deficiencies in the plan as we 
see them. 
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HE principal objective of the 

plan is first to create an incen- 
tive for greater accident prevention 
effort on the part of the risks in- 
sured under it. Over such an ob- 
jective there can be no quarrel, al- 
though it seems too bad that our 
thoughts and efforts in this direc- 
tion must center, because of the limi- 


tations of the proposal, to so limited 
a number of risks. Accident pre- 
vention measures, if effective, are, of 
course, a benefit to society and par- 
ticularly to the workman and his de- 
pendents, the assured in lower in- 
surance costs and, incidentally, to 
the insurance carrier. The other ob- 
jectives really are of concern only to 
the insurance company. They are the 
restoration to the fold of the private 
insurance carriers those risks which 
are now self-insured, and the keep- 
ing of others from self-insuring. 
We believe that the plan before 
you largely fails in all of these ob- 
jectives. We believe that a better 
plan can be evolved, provided, of 
course, all interested parties are will- 
ing to consider the problem with 
these objectives solely in mind. We 
had hoped that this could be done. 
Apparently others still feel this is 
possible. The plan comes to you for 
consideration by reason of the af- 
firmative vote of the General Man- 
ager of the Compensation Rating 
Bureau, not, according to his letter 
of transmittal, on its merits so far 
as he is concerned, but to get it into 
the open for consideration. Accord- 
ing to the New York Journal of 
Commerce, he has publicly ex- 
pressed the opinion that out of that 
consideration will eventually come an 
improved experience rating plan. 


In the public notice of this hear- 
ing, Mr. Superintendent, you have 
set out as the basis of the discus- 
sion four questions, the first, “Does 
the plan contain features which will 
result in unfair discrimination under 
the New York Law?” We say that 
it does—we believe that it does, not 
only under the New York Law, but 
under the laws of the majority of 
the states. Not only that, we be- 
lieve that as a practical consideration 
in the treatment of assureds in the 
matter of ratemaking, the plan is in- 
herently unfairly discriminatory even 
in the absence of any specific statute. 


First, the plan discriminates un- 
fairly between large employers of 
labor and the smaller employers. It 
gives to some risks an advantage in 
the matter of insurance costs over 
others in the same business, which 
possess no greater insurance hazard 
and in some cases less hazardous 
than those favored because of size. 
Some of the features which produce 
such unfair discrimination may be 
found both in the provision for losses 
and in the provision for expenses. 
Let us consider that for a moment. 
As you know, the approved standard 
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ratemaking procedure provides for 
the spreading of certain items uni- 
formly over all risks, irrespective of 
classification and irrespective of size. 
These are in the form of general 


loadings which provide for such 
items as late reported or reopened 
claims, underestimate of loss re- 
serves, underwriting loss arising out 
of the operation of previous years as 
reflected in the contingency loading, 
the off-balance of the Experience 
Rating Plan and the general catas- 
trophe loading. The carriers have al- 
ways contended, and properly so, that 
these over all loadings are required 
in order to produce adequate rates. 
In many states their combined ef- 
fect may amount to as much as ten 
or fifteen per cent of the final rate, 
and in New York State they amount 
to more than fifteen per cent of the 
final rate. 

The risks written under the Retro- 
spective Rating Plan will not pay 
their proper share of these general 
loadings, since the plan provides for 
the elimination of from 70% _ to 
77.5% of all general loadings, de- 
pending upon the size of the risk. 
()f course, the inevitable result of 
such discriminatory features must be 
the throwing of an increased burden 
of the cost of workmen’s compensa- 
tion insurance on the smaller em- 
ployers. ; 

And while we are on that subject, 
we might as well mention the fact 
that the small employers of labor 
in New York State are already bear- 
ing quite a substantial share of the 
cost through the imposition of the 
expense and the loss constants which 
are effective here. 
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HE plan is unquestionably un- 

fairly discriminatory in the ap- 
plication of the expense loading. You 
will observe in the details of the 
plan as it is before you, that the 
maximum provision for acquisition 
12.3% of the premium ‘at 
standard rates on a risk develop- 
ing $10,000 annual premium, and 
that this amount is graduated to a 
minimum of 8.8% on the largest 
risk subject to the plan. The pro- 
vision for acquisition cost in the 
standard rates is 15%. Therefore, 
the assured, merely by his election 
to come under the plan, obtains the 
effect of a preferential reduction in 
rate varying from 2.7% to 6.2%, de- 
pending solely upon the size of the 
premium, Now, it is not my purpose 
to argue the question of the relative 
value of an agent’s services, nor 
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upon what element or elements in the 
work that he performs for the com- 
pany and the service that he renders 
to the assured his compensation 
should largely be based. As a mat- 
ter of fact, I doubt that there is any 
possible way of determining whether 
15% is too much or too little. There 
are too many factors which are in- 
capable of measurement ;—an agent’s 
or solicitor’s competency, his knowl- 
edge of the business and whether or 
not his advice and help to the as- 
sured are of value, the service he 
renders during the term of the policy 
all naturally play a part. Of course, 
the agent is the representative of the 
company, and the company regards 
his compensation largely from the 
standpoint of the business he pro- 
duces. If this were not true, the ac- 
quisition cost problem in the field of 
insurance would not be what it is. 
Undoubtedly, from the standpoint of 
time consumed in making the sale, a 
certain fixed percentage of commis- 
sion may be too much or too little, 
and this is just as true of a small 
and a medium sized risk as of a big 
risk. How much an agent or solici- 
tor does, how much time and effort 
he puts in in securing and the serv- 
icing of the business and how much 
he knows are too uncertain to per- 
mit of exact measurement in dollars 
and cents to enable anybody to say 
that 10, 15, 171%4% or a larger per- 
centage is too much or too little. 
We do know that the commission 
on compensation insurance, when 
compared to the commissions paid on 
other lines of insurance, is consid- 
erably lower. 





If the issue is the true worth of 
the agent’s services, there is no rea- 
son why that question should be 
limited to the compensation business. 
Commissions are higher in other 
lines where the risks are big and lit- 
tle and where the services may not 
be so exacting. Some companies may 
want to see commissions reduced, 
that may be true of many assureds. 
If that is the issue, then it should 
not be covered up by other consid- 
erations but should be brought out 
into the open for a full and frank 
discussion and considered for work- 
men’s compensation insurance, au- 
tomobile, fidelity and surety, fire and 
every other kind of insurance. 

It is claimed by some that the 
agent’s services in dollars and cents 
on a large risk are worth less than 
on smaller risks. Under the Retro- 
spective Rating Plan it seems obvious 
that an agent will have to spend 
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more time and effort in gaining and 
servicing the business under the 
plan than he will on many risks not 
under the plan—yet the loading for 
acquisition is less. That certainly is 
not moving in the direction of greater 
equity. 
ee ee ® 


N order to secure and service large 

risks, it seems logical that an 
agent and solicitor must be more com- 
petent than the average. He crosses 
swords with men, the insurance buy- 
ers for these large risks, who know 
what they want and how to get it. 
If the agent brings anything to the 
company at all after he makes the 
deal, it would seem that he is worth 
the full commission. If he does not 
and the buyer gets all the better of 
the bargain, the agent is still worth 
the full commission and the risk 
ought to be willing to pay it in grat- 
itude for getting more than he really 
ought to have. Seriously, however, 
inasmuch as the matter is largely 
guess, it is definitely improper, rather, 
it is unfair discrimination to charge 
in the cost of the insurance of some 
lesser percentage for so- 
called acquisition cost than in the in- 
surance charge of other risks. Until 
such time as it is possible to ac- 
curately measure expenses, acquisi- 
tion and others, the flat percentage 
basis is certainly the more equitable. 

Now then, this proposal to grad- 
uate or discount the acquisition cost 
on risks because of size is not new. 
It was proposed in 1932, and at that 
time the discount was to be 12“~% 
on risks of $1,000 or over. We op- 
posed that effort at that time on the 
basis that it was unfairly discrimina- 
tory. The proposal was not approved 
in any state. It was for a time made 
effective in non-rate regulated states 
but was later withdrawn even as to 
those jurisdictions. The question 
came up in New York and the pro- 
posal was disapproved by Superin- 
tendent Van Schaick ina very strong 
ruling, reading as follows: 

“Tt has been urged by the proponents of 
this plan of graduated rates, that distinc- 
tions in expense are equivalent to differ- 
ences in hazards. It does not appear that 
this agrees with the legislative concept of 
unfair discrimination or a reasonable con- 
struction of the law. 

“The major part of the contemplative 
discount for large risks would flow from 
a proposed reduction in commissions and 
other acquisition and field supervision 
costs from 17% per cent to 10 per cent. 
No evidence has been submitted which 
would tend to show that it is fair to al- 
low 17% per cent for commissions and 
acquisition and field supervision costs in 
the case of small risks and assess these 
costs against such insured, as compared 
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with paying but 10 per cent for such 
costs on the premiums of larger assureds 
and assessing this smaller expense to such 
policyholders. It has not been shown that 
such a distinction can properly be made, 
etc.” 

To my mind, this is a direct and 
unimpeachable answer to your first 
question. It cannot be said that this 
opinion was ill advised, nor that the 
matter did not receive the thought- 
ful and earnest and sincere consid- 
eration of the Superintendent at that 
time. The opinion of the regulated 
states was unanimous. 


While the present plan differs 
from that of 1932, it differs only in 
the number of risks which are to be 
affected and in the percentage of the 
discount or graduation to be granted. 
There is absolutely no difference in 
principle. In New York State there 
are less than 400 insured risks eligi- 
ble out of more than 200,000. How 
many of those will accept it is prob- 
lematical. But very few, no doubt. 


Your next proposition is, “Does 
the plan produce adequate and rea- 
sonable rates?” That is a question 
which cannot be answered positively 
either in the affirmative or in the neg- 
ative because there are several con- 
siderations which must be taken into 
account. If the plan is unfairly dis- 
criminatory—if in certain features it 
has the effect of giving an unfair 
advantages in some of the charges 
for expense and losses to risks com- 
ing under or pushed into it, then the 
rates produced cannot be regarded as 
reasonable. Whether or not the plan 
produces adequate rates depends of 
course on whether the rate level it- 
self is adequate, whether or not the 
plan is actuarially sound, and whether 
in its every detail it is properly ap- 
plied. By that I mean this—inev- 
itably under the plan numerous con- 
troversies with risks will arise be- 
cause of the fact that the reserve set 
up on open and indeterminate cases 
will have to be paid immediately by 
the employer in the calculation of his 
retrospective premium. In connection 
with risks which are highly competi- 
tive, the natural tendency is to favor 
the risk and to scale down the re- 
serve. Risks developing surcharges 
because of reserves in serious cases 
will aggravate the premium collection 
difficulties of the companies, and of 
course as these premium collection 
difficulties increase, the uncollectible 
or uncollected premium in amount 
will increase. In such cases, all that 


should have been collected will not 
have been collected. Naturally by just 
so much as there is an understate- 
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ment of reserves and a failure to col- 
lect, the plan will produce inadequate 
rates and the deficiency will have to 
be made up in some other way. 

e @ ® 


Y' JUR question 3 is _ stated, 
“Should interstate rating be per- 
mitted?’ If precedent is to be fol- 
lowed in the State of New York in 
connection with casualty insurance, 
the answer is in the negative. This 
feature of the plan before you has 
the effect of decreasing or increas- 
ing the premium in one state be- 
cause of the loss experience in other 
states. This in turn affects the com- 
bined underwriting profit or loss of 
all risks in a given state, and in- 
creases the difficulty of determining 
the proper amount of contingency 
loading under the standard ratemak- 
ing procedure. 

The actual effect of interstate rat- 
ing in connection with retrospective 
rating, is that it increases the credi- 
bility of the risk. You go further 
down the scale in arriving at the 
basic premium and thus get the ef- 
fect of the graduation to that greater 
extent. Also as you get farther down 
the scale you arrive at a lower maxi- 
mum surcharge. That naturally works 
to the disadvantage of a carrier who 
operates in one state. It likewise op- 
erates to the disadvantage of em- 
ployers in the same business and in 
the same hazard classification having 
but one plant, and that located in 
one state. A competing employer’s 
plant, likewise operated in New 
York State but rated in conjunction 
with other plants owned but located 
in other states, will be more advan- 
tageously rated on its New York 
plant with a resulting discrimination 
in insurance cost between two em- 
ployers in the same hazard classifica- 
tion. Interstate rating also has the 
effect of making plants in New York 
State eligible to the plan, even though 
the standard premium on the New 
York risk is lower than the minimum 
provided for. 

If you approve this plan with the 
Interstate feature in it, you will have 
to break away from the precedent 
of a number of years standing, for 
the Department has always ruled that 
New York risks must be rated on 
New York experience alone. 

Then, too, we believe the Inter- 
state rating feature will add to the 
complication and intensify abuses, in- 
creasing the difficulty of proper su- 
pervision. 

Your last question “Does the plan 
contain any feature that is contrary 


to public policy?” From what I have 
said thus far, it is obvious that there 
can be but one answer as far as I 
am concerned. Yes! it does. Any 
plan which carries the unfairly dis- 
criminatory features of this plan 
which I have outlined, must be con- 
trary to public policy. Obviously, any 
plan which furnishes a definite com- 
petitive advantage, whether or not it 
is intended to do that, makes no dif- 
ference to some employers over oth- 
ers by making it possible for some to 
secure compensation insurance at a 
lower average cost per dollar of loss 
than others is contrary to the public 
interest. As pointed out, this plan 
graduates or varies charges which go 
into the final cost of insurance to in- 
dividual risks, not because those vari- 
ations are justified by actual experi- 
ence and indisputable proof that the 
discriminations must in the interest 
of equity be made, but merely be- 
cause of the size of the risk. As has 
been said, this already has been de- 
clared improper and contrary to law, 
in a previous ruling of this depart- 
ment and, therefore, it must be con- 
trary to the public interest. 


Furthermore, the Interstate feature 
of the plan, insofar as New York 
policyholders are concerned, must be 
considered against the public inter- 
est, for it operates against employ- 
ers whose operations are confined 
solely to New York State—and to 
the advantage of their competitors 
because of large interstate operations. 
This likewise stands now as against 
the public interest as declared by of- 
ficial rulings of long standing made 
by your Department. 


Another point under this heading. 
As you know, in determining the 
final premium this plan provides for 
the use of actual values in the case 
of permanent total and death losses. 
In this state, a death loss may run as 
high as $17,000 depending upon the 
number of the dependents and the 
age of the widow. If there were no 
dependents, it would amount to only 
$1500. Thus, just by pure chance, 
depending upon dependency, value of 
a death loss in this state ranges any- 
where from $1,500 to $17,000. In 
the case of permanent total for ex- 
ample, an old man who is perma- 
nently disabled, the present value 
might be very small. On the other 
hand, in the case of a young man it 
may run up as high as $30,000. Thus 
it may be seen that but one case of 
death or permanent total would re- 
sult in the risk paying a substantially 
increased premium within the maxi- 
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mum limits of the plan. Whether or 
not this in some cases would have 
the effect on the employment of men 
of adult years with families is, of 
course, open to argument. If indus- 
trial competition becomes so intense 
that every item of cost is extremely 
important, the possibility of keeping 
costs down by employing men with 
few or no dependents may prove a 
real temptation. This possibility is 
reduced by just so much you lessen 
the effect of one bad accident. Of 
course, it may be said “What about 
self-insurance?” But self-insurance 
is another story and it is to be re- 
membered that this is a plan intended 
to wean risks away from self-insur- 
ance. Certainly, it may properly be 
said that discrimination in employ- 
ment because of the family status or 
age of the workman is against public 
policy. It would seem likewise against 
public policy and opposed to the so- 
cial objectives of the Workmen’s 
Compensation Act, which permits 
employers to insure their liability in 
insurance carriers, for the carriers to 
advocate and carry into their sys- 
tem of ratemaking a plan which pro- 
vides the incentive to discriminate 
in the employment.of labor. Whether 
or not that temptation may or may 
not be, is or is not yielded to, is be- 
side the point. The mere fact that 
the plan offers the inducement is, 
we believe, sufficient to classify it 
as being contrary to the public in- 
terest in this respect, too. 

Feeling as we do about these and 
other features of the plan, it is ob- 
vious why it was concluded that we 
could not discharge our responsibility 
by merely stating our objections 
without a vigorous fight to defeat it, 
if possible, and by so doing help to 
set the stage for a better program. 
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I said in the beginning that ex- 
perience under the plan where it 
has been in use has developed a situ- 
ation unforeseen at that time, which, 
if understood, warranted our out- 
right opposition to the program 
aside from any other consideration. 
| refer to the fact that it does not 
provide complete insurance protec- 
tion and that it promotes the sale of 
unauthorized alien coverage, bought 


by the risk in order to close this gap. 


You will remember that under this 
plan the ultimate premium paid by 
the policyholder is largely based on 
the individual experience of the risk. 
A fixed percentage of the standard 
premium is taken for expenses. 
Thirty per cent up to a certain point 
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is taken, and beyond that it is graded 
down. Then there is taken the actual 
incurred losses, loaded for claim ex- 
pense and taxes and the adjusted in- 
curred losses added to the fixed per- 
centage for expenses. The result— 
the retrospective premium. 


The plan provides that the maxi- 
mum amount the risk can be required 
to pay is a certain percentage of the 
standard premium. On a $10,000 risk 
the maximum would be 165%. If 
his experience is very favorable, he 
may be required to pay only 70% of 
the standard premium. The range is 
between 70% and 165%. On a $25,- 
000 risk the maximum he would have 
to pay is 40% additional, or in the 
event of extremely favorable experi- 
ence, only 60% of the standard pre- 
mium. On a $150,000 risk the maxi- 
mum is 125%, i.e., 25% additional, 
and in case of favorable experience, 
50% of the standard premium. These 
minimum and maximum figures are 
purely arbitrary, based simply upon 
iudgment. 


It is obvious that the more swing 
there is between the minimum and 
the maximum, the further you depart 
from real insurance protection. That 
this is so is evidenced by the fact 
that it is the experience of the mu- 
tual companies the majority of the 
risks eligible are not interested in 
the plan; that in those cases where 
they are, they are not willing to take 
the chance on paying the 25 to 65% 
of the standard premium in addition ; 
they want further protection against 
the possibility of this surcharge 
through aggregate stop-loss con- 
tracts, and these aggregate stop-loss 
contracts are secured from non-ad- 
mitted carriers, principally Lloyds. 
This demonstrates clearly the need 
for more real insurance protection 
than is afforded by the plan, and il- 
lustrates further the practical diffi- 
culty in its operation. 

Now, there has been a great deal 
of agitation over the competition of 
alien Lloyds, and from time to time 
efforts are made by certain groups 
of insurance carriers and agents to 
curb Lloyds’ competition. There have 
been attempts in Congress to limit or 
eliminate that competition by legisla- 
tion which would prohibit the use of 
the mails to any insurance carrier 
doing any business in any state in 
which it is not licensed. The mutual 
companies have recognized that in 
some respects Lloyds have and are 
rendering a real service to a large 
cross-section of the insuring public 
in this country and to insurance 
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companies as well, and although we 
had comparatively little to lose by the 
passage of the legislation of the type 
indicated, we nevertheless opposed 
these efforts to cripple what many 
regard as the legitimate function of 
Lloyds in this country. 

Upon the other hand, we are cer- 
tainly not going to be a party to the 
promotion of a form of ratemaking 
which will intensify and enlarge this 
non-admitted competition. Lloyds is 
already actively in the workmen’s 
compensation business on the direct 
basis in Illinois because of what has 
happened there, and this is but an- 
other means of enlarging its scope of 
operations here and elsewhere. Com- 
missioner De Celles of Massachusetts 
severely criticised this trend, which 
developed almost immediately follow- 
ing the inauguration of retrospective 
rating in that state. 

Now, if risks eligible under this 
plan eliminate the possibility of the 
surcharge through stop-loss contracts 
of this character, then one of the 
principal objectives of the entire 
Plan practically disappears, i.e., the 
incentive to accident prevention 
measures. It has been argued that 
a risk being faced by the payment 
of 25 to 75% additional above the 
standard premium would undertake 
to do much more in the way of in- 
tensive prevention than those now 
exercised. Obviously, the additional 
form of coverage reduces the incen- 
tive by just that much. 
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HERE is another important rea- 

son why the plan should be dis- 
approved, and that is because there 
is so much difference of opinion con- 
cerning it. No such radical departure 
should be made in the permanent 
ratemaking structure unless it has the 
active and substantial support of the 
business and the insuring public. Cer- 
tainly, it cannot be said that there is 
a great public demand for it on the 
part of workmen’s compensation in- 
surance risks. Experience with the 
plan thus far proves that. There is 
controversy concerning its worth and 
its desirability in the agency ranks, 
in the company ranks, among the 
supervisory authorities, among insut- 
ance risks; as a matter of fact, the 
Associated Industries of New York 
has notified this Department that it is 
opposed to it. The fact that it is op- 
tional and that no group of carriers 
would dare advocate it on other than 
an optional basis proves that it is 
generally unacceptable. It is roundly 

(Continued on Page 22) 
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Charles F. Ladner Dies 


A LEADER IN THE DEVELOPMENT OF 
MUTUAL FIRE INSURANCE PASSED 
away on February 25, 1937, when 
death came to Charles Francis Lad- 
ner, Chairman of the Board of Di- 
rectors of the Hardware Mutual Fire 
Insurance Company of Minnesota. 

Charles F. Ladner was born on 
June 29, 1857, in Pottsville, Penn- 
sylvania, coming to Minnesota in 
1866 with his parents, who settled on 
a farm near St. Cloud. Here he re- 
ceived his elementary schooling, com- 
pleting his education at St. John’s 
University. 

Early in life he became interested 
in many civic and business interests 
in the state. He established the C. F. 
Ladner Hardware Company, and was 
a leader in the organization of the 
Minnesota Retail Hardware Associa- 
tion, serving as its President for 
eleven years. 

In 1899 Mr. Ladner became one of 
the original subscribers to the articles 
of association of the Hardware Mu- 
tual Fire Insurance Company of 
Minnesota. He served as President 
of this organization until 1935, when 
he was elected Chairman of the Board 
of Directors. His successful manage- 
ment of the company was an impor- 
tant factor in its growth and develop- 
ment as one of the most outstanding 
mutual fire insurance companies. 

Mr. Ladner was keenly interested 
in mutual enterprises. When the 
Hall Hardware Company was estab- 
lished in 1913 he was made its Presi- 
dent, in which office he continued 
until 1926, when he was elected 
Chairman of the Board of Directors. 
This company today is the largest 
wholesale hardware organization of 
its kind in the United States. 

As a successful merchant and busi- 
ness man Mr. Ladner realized that 
he had certain civic duties to perform 
for his community. His industry 
played an important part in the gen- 
eral progress and prosperity of St. 
Cloud. He served for many years on 
the St. Cloud Board of Education and 
was for several years its President. 
As a member of the Charter Com- 
mission he was active in drafting the 
present home rule charter, under 
which the St. Cloud City Government 
has operated since its approval in 
1912. He also served for two years 
as mayor of the city. At the time of 
his death he was a member of the St. 
Cloud Planning Commission. 

During his business career, Mr. 
Ladner has been associated with the 
St. Cloud Iron Works, the Koch 
Manufacturing Company, the St. 
Cloud Holding Corporation, and was 
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Chairman of the Board of Directors 
of the St. Cloud Guaranty State 
Bank. In addition, he has been for a 
great many years an active member 
of the St. Cloud Chamber of Com- 
merce, 








CHARLES F. LADNER 


Mr. Ladner possessed a keen in- 
tellect and a striking personality. He 
had a countless host of friends, and 
his vision and sound judgment were 
responsible to a large degree for the 
growth of the community in which 
he lived. It can be truly said of him 
that he was not only a constructive 
builder of economic enterprises, but 
also of men. Had he lived he would 
have been eighty years of age on 
June 29. 

Surviving Mr. ‘Ladner are his 
widow and seven children. 


U. S. Chamber of Com- 
merce Meets April 26-29 


THE CHAMBER OF COMMERCE OF 
THE UNITED STATES RECENTLY AN- 
nounced insurance features of its com- 
ing annual meeting which will be 
held at Chamber headquarters, Wash- 
ington, D. C., April 26-29. On Tues- 
day, April 27, an Insurance Round 
Table Conference will be held during 
which several subjects in the insur- 
ance field will be discussed. These 
topics will not alone be of interest to 
those engaged in the insurance busi- 
ness, but they will attract the atten- 
tion of business men from all sections 
of the country who will be in attend- 
ance at the meeting. 


As insurance is under the supervi- 
sion of the insurance departments of 
the forty-eight states, it has been the 
aim of insurance commissioners and 
other groups to bring about greater 
uniformity in insurance legislation. 
Much has been accomplished through 
the National Association of Insurance 
Commissioners in cooperation with 
other organizations. During the In- 
surance Round Table an insurance 
commissioner of one of the leading 
states will discuss “Increasing Uni- 
formity in State Supervision and 
Regulation of Insurance.” 


In recent years there have been 
numerous changes in workmen’s com- 
pensation laws. Business men as well 
as the casualty insurance business are 
affected by these changes. During the 
round table there will be an address 
dealing with “‘Recent Developments 
in Workmen’s Compensation and 
Their Practical Effects.” An oppor- 
tunity will be afforded those in at- 
tendance at the round tables to par- 
ticipate in the discussions. 

Other features of the annual meet- 
ing of interest to insurance are the 
presentation of awards to the winners 
in the 1936 Inter-Chamber Fire 
Waste Contest and the 1936 Inter- 
Chamber City Health Conservation 
Contest and the Inter-Chamber Rural 
Health Conservation Contest. The 
presentation ceremonies have always 
drawn a number of representatives 
from competing communities. Eight- 
een awards will be presented in these 
contests. 


Plate Glass Cost 
Raises Rates 


THE RECENT INCREASE IN PLATE 
GLASS INSURANCE RATES IS DUE EN- 
tirely to the increase in the cost of 
glass used for replacements, accord- 
ing to underwriters handling busi- 
ness of this type. The recent revi- 
sion is effective in Arizona, Maine, 
Maryland, Pennsylvania, Iowa, Ken- 
tucky, Rhode Island, West Virginia, 
and the District of Columbia, and 
in certain territories in Alabama, 
Connecticut, Georgia, Illinois, In- 
diana, Massachusetts, Ohio, Michi- 
gan, Minnesota, Missouri, Tennes- 
see, and Virginia. 





WANTED 
Man to produce and manage 
growing fire and casualty (Mutual) 
agency in Illinois town of 8000, 
within 80 miles of Chicago. Write 
X52 Journal of American Insurance. 
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What Factors of Construction, 


in European Cities Such as This? 


Prevention and National Character Keep Down Fire Losses 


OBSERVATIONS ON AMERICAN FIRE INSURANCE 


T is a pleasure for me to comply 

with the wish of the editor to 

give a sketch of impressions 
which I have gained about American 
fire insurance, with emphasis on 
ideas or institutions from foreign 
countries that might be useful to 
companies in the United States. 


It may be that the SAFETY 
FIRST movement is purely an Amer- 
ican product, but America does not 
seem to be always the first in matters 
of safety. Without doubt, the far- 
reaching individualism governing the 
U.S. has many advantages and will 
persist in the future. The disadvan- 
tages, however, cannot be completely 
avoided. These can be seen in the 
more general carelessness, not typical 
alone of fire prevention. The proud 
feeling of complete liberty has caused 
many people to think that they can 
do just as they please. I have not in 
scarcely any other country found such 
over-enthusiastic radio fans, with 
loud speakers going day and night, or 
such appalling recklessness as far as 
pedestrians are concerned especially 
during the time of winter freezing. 
Neither private people nor public cor- 
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porations think it necessary, on the 
whole, to do anything to keep pedes- 
trians from being hurt by falling. The 
police, unlike in many other coun- 
tries, do little, or at least not enough, 
to protect the pedestrian. Not to 
avoid unnecessary loss or damage, 
whether it be through freezing, burn- 
ing or other accidents, definitely 
shows a lack of thoughtfulness. True 
there are other places where this lack 
is still worse but it may be surprising 
to Americans that throughout Europe 
generally education in prevention is 
astonishingly high. What America 
really could accomplish with safety 
measures, if the country went after 
it in earnest, may be indicated by 
the excellent automobile traffic regu- 
lations it has developed. 


It is not by chance that high-class 
insurance salesmanship finds its ori- 
gin and largest evolution in America, 
but far-reaching prevention certainly 
does not. Fire prevention, furthered 
by the state and by public fire offices, 
has existed in Central Europe since 


centuries ago and this program of 
prevention has played a most im- 
portant part in the insurance history 
of the world across the sea. 


N Europe as a result of the or- 

ganization of public bodies with 
common interests there has been, and 
still is, a keen interest in keeping fire 
losses at a minimum. However, here 
and there one may come across the 
opinion, that companies are more 
concerned about piling up a large 
surplus, caused by the difference be- 
tween premiums received and claims 
paid by the company, than to have 
low losses, low premiums and small 
dividends to stockholders. However, 
such a standpoint seems no longer to 
be so frequent, at least not in the 
United States. 

Due to a variety of causes the fire 
premium rates in the United States 
are many times higher than in Eu- 
rope on the whole. This can readily 
be seen merely by looking at the fact 
that fire insurance premiums in the 
United States are expressed in per- 
centage of the insured sums, while in 
uropean countries this is done per 
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thousand of the insured sums. Sev- 
eral important factors play a part in 
this. The one is that in Europe, on 
the whole, insurance is taken out for 
the complete value of a house or of 
movables, etc., while in the United 
States, in the insurance of fire risks, 
only a certain percentage either 40 
or 50%, 80 or 90%, of the total value 
is covered. In contrast to this, the 
United States follows the example of 
European practices and insures for 
the total amount in marine and other 
property insurance. Where the total 
value is not insured, a higher rate of 
premiums has to be charged, for gen- 
erally known reasons, than would be 
charged if the full value were being 
covered. For total losses are an ex- 
ception in most countries. The rule 
is, that usually a partial damage or 
loss occurs, which is far below the 
total value of the object insured and 
which is paid in full by the insurance 
company no matter whether it has 
been insured according to the Ameri- 
can or the European example. 


HE principal reason for the very 

much higher premium for Ameri- 
can fire insurance is first of all, the 
high loss quota. Here are more fires 
and more is ruined and burnt by fire 
than in the Central European States, 
absolutely and relatively. 

The reason is a double one: the 
different mentality of many Ameri- 
cans; greater carelessness, especially 
of the insured, less anxiety on the 
part of the owner for the safety of 
his property—‘This protection which 
is greater than iron doors or fire 
walls.” Then there is lack of effec- 
tive prevention ; the lack of fire police 
and of effective work on the part of 
special building commissioners. 
These latter established for many 
years in Europe, prescribe many and 
strict rules and regulations, exercise 
firm control, both before a building 
is erected and after it is completed. 
Such procedure has been so long in 
existence that even the old houses in 
Europe are often much more safe 
against fire than in America. Frame 
houses in Central Europe are ex- 
tremely scarce. 

Thus it is explained why the num- 
ber of fire losses is twelve times as 
high in the United States as in Ger- 
many, 6 times as high as in England, 
2% times as high as in France. It 
may be said in passing that the aver- 
age amount which is paid for fire 
damage per unit of property insured 
by the insurers in Arkansas and 
Texas is two times as high as that 
of New York, or Massachusetts, 13 
times as high as that in England, and 
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20 times as high as that in France, 
at least in past years. 

I know that much is being done 
in the United States to promote the 
interest in safety on the part of the 
public, whose nature it is sometimes 
to be more careless than, for instance, 
the Britisher. In small towns and 
rural districts the promotion of pre- 
vention is not developed to as great 
a degree as in the larger cities. 

If one takes the fact into considera- 
tion that even in European countries 
which show the lowest fire losses, 
10% of all fires are caused either by 
negligence or are intentional, it 
is a matter of surprise that the losses 
in the United States are not still 
greater than they show themselves to 
be at the present. 


NOTHER important reason for 

the many losses may be that 
American fire insurance in general is 
much more generous in settling 
claims, and clings to a much more 
liberal practice both because of the 
enormous competition and because of 
the much advertised custom of giving 
service to the insured. These prac- 
tices hardly ever exist to as great a 
degree in old European countries. 

But I assume the American insur- 
ance consumer in general would pre- 
fer the American method of business 
administration, even if he has to pay 
more, than to follow the methods 
sometimes found in Europe. 

Upon analysing the fire insurance 
rates both in the United States and 
some European countries one finds 
the loading charge in America is 
much higher. The reason for this is 
found in the higher living costs of 
this country, where, howéver, in gen- 
eral, higher salaries,and fees are paid. 
In addition taxes paid by American 
insurance companies tend to be higher 
than elsewhere. 

It would be ridiculous and un- 
ethical to deny the admirable efforts 
made in the United States to bring 
the ratio of fire losses down. In many 
instances, institutions and associa- 
tions of all kinds cooperate in this. 
Rating bureaus and inspection offices 
have done valuable work in many 
states. 

Records of many fire insurance 
companies show that the loss ratio in 
the year 1935 came down about one 
third from that of 1926. One group 
of mutuals reduced the fire loss in 
factories in a half a century from an 
average of 33 cents per $100 per 
year, to about 2% cents per $100 a 
year. As has been already mentioned 
many other institutions are eager to 
work in the same direction. 


However, the result is, in general, 
not yet satisfactory, especially not in 
agricultural districts. Large numbers 
of the population owning much of 
the insured property of the nation 
are not reached by all these expensive 
and laborious prevention practices. 

By way of suggestion, I recommend 
a regulation made by a Central 
European government which was 
published a few months ago. This 
would reach all parts of the popula- 
tion and help educate them. The 
regulation called for the introduction 
of a permanent public administration 
department to inspect each and every 
house in the rural districts, and in 
the towns. Other similar measures 
were also inaugurated. The inspec- 
tors were to be selected with the as- 
sistance of the fire insurance institu- 
tions and had to have a technical edu- 
cation regarding electricity and ma- 
chines. All of these inspectors were 
to receive another special training be- 
fore they could begin their work, and 
through this they were to be enabled 
to examine house after house and to 
discover even the slightest deviation 
from the ordered fire prevention re- 
quirements. It was to be the duty of 
these inspectors to instruct house 
owners in fire prevention methods. If 
necessary the house owner was to re- 
ceive a notice from the police depart- 
ment to remove all objects thought 
dangerous, within a fixed time. In 
case that he failed to do so, the police 
were to arrange for proper removal 
and the costs of this were to be 
charged to the owned. 

e e@ ® 


HERE we can see the coopera- 

tion of insurance police in fire 
prevention work. Most European fire 
policies have added to them a num- 
ber (almost a collection), of general 
and special “surety rules.” From 
these the police have taken many 
ideas and used them to formulate 
similar regulations. Thus companies 
and law both control the correct ad- 
ministration of these prevention regu- 
lations. In case an insured house 
burns because one of the prevention 
regulations has been violated, the 
owner will not be indemnified. 

I hope that I shall not be criticized 
for proposing more fire insurance 
teaching and instruction; this to ap- 
ply especially in the universities. 
There is a pronounced lack of spe- 
cialized professional institutions for 
the education and finishing of the 
students in general. Also there are 
not sufficient facilities for teaching 
those who are intending to go into 
the underwriting departments of fire 
insurance. 

However, one must not underesti- 
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mate what certain Associations and 
Institutes, which serve the cause of 
fire insurance, have done to educate 
safety engineers. But in contrast to 
the immense size of the country, not 
enough by far has been done in this 
direction, at least not in the Uni- 
versities. 

When will the time come when we 
will be able to get information from 
a chartered fire or property under- 
writer organization? Better yet would 
be general examinations for insurance 
experts who would be questioned 
not only in one, but all important 
branches, as it is being done in Euro- 
pean countries. It must not be for- 
gotten that specialization can also be 
exaggerated. 

Good intentions in regard to the 
betterment of the described condi- 
tions, at least as far as the fire insur- 
ance agents are concerned, have been 
voiced in many a circle for a long 
time, but as yet they have not been 
realized. 

If one adds to the pure fire policies 
those which cover risks other than 
fire written by the fire companies as 
a sideline, it is a certain truth that 
there is not another country in the 
world which can even come near the 
enormous number of policies which 
bear the signatures of fire insurance 
companies as the United States can 
show. 

On the other hand, the number of 
American books dealing with fire in- 
surance is relatively small. I have 
not been able to find one modern, up- 
to-date general text book for fire in- 
surance economics and exclusively 
for that type of insurance. Special 
fields have been treated in earlier 
years, and more often, the juristic 
phase, the technical construction 
phase; but a work which deals with 
the whole of economics and business 
administration of fire insurance and 
only fire insurance, is still not in ex- 
istence, in spite of an almost certain 
large number of interested parties 
among the 128 million population of 
the United States. 

By no means is there a lack of 
problems in the field of fire insurance 
and the number of companies and the 
people who make their living from 
the proceeds of the business would 
indicate that more reading about in- 
surance should be done. Generally 
speaking, one may count almost 3000 
fire insurance companies, some of 
which are giants and others almost 
dwarfs. But the circulation of pro- 
fessional insurance literature is amaz- 
ingly small. 

ee @ ® 


I HOPE that the reader will take 
these lines in the spirit in which 
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they are written, which is, to help 
wherever possible, and not to accuse. 
I admire most institutions in the 
United States and I am sure that 
America will continue to lead in the 
field of insurance even more in the fu- 
ture than at the present. The purpose 
of this article is to help bring insur- 
ance nearer and nearer to the ideal 
which it could and should approach. 








Illinois Unauthorized 
Practice Case 


THE ILLINOIS SUPREME COURT RE- 
CENTLY HANDED DOWN A DECISION 
which is of interest to all insurance 
adjusters and insurance company 
claims men. In the case of People ex 
rel. Chicago Bar Association v. Good- 
man, the court decided that an ad- 
juster who handled the claims of in- 
jured workmen was practicing law. 
Since Goodman is not an attorney, it 
was held that he was in contempt of 
court. A fine was assessed and he 
can no longer pursue his former occu- 
pation, at least in the manner in 
which he had been operating. The 
decision was by a divided court—- 
four to three. 

The defendant Albert Goodman, 
who is not a lawyer, operated a large 
business in the adjustment of work- 
men’s compensation claims in Chi- 
cago. He obtained business by solici- 
tation and by extensive advertising, 
using most advertising mediums, in- 
cluding direct mail, radio, circulars, 
telephone directories, etc. His busi- 
ness was carried on under his own 
name and under various adjustment 
bureau titles which he affected. All 
injured workmen signed contracts of 
employment and all claims were 
handled on a contingent fee basis, 
usually 20 per cent of the amount of 
recovery. He prepared and filed peti- 
tions with the Illinois Industrial Com- 
mission. He appeared before the 
Commission in all matters properly 
coming before it. When he did not 
handle cases personally, they were 
handled by his employees who were 
not lawyers. If it became necessary 
to take appeals to the courts, he em- 
ployed attorneys. On common law 
claims he attempted to effect settle- 
ments. If not able to do so he em- 
ployed attorneys to file suit. He did 
a very large business, latterly han- 
dling about 750 claims per year. 

The above facts are stated in the 
opinion of the court. The defendant 
contended that he was not engaged 
in the practice of law because he ap- 
peared only before the Illinois Indus- 
trial Commission. The laws of Illi- 
nois provide that an injured workman 
may appear before the Commission 
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by his attorney or ageat. With re- 
spect to this contention, the court’s 
opinion states as follows: 


“It is urged that the practice by the 
respondent before the Industrial Commis- 
sion is before an administrative body and 
that the respondent, therefore, is not prac- 
ticing law because he is not before a court. 
That precise question is one of first im- 
pression in this court. It is elementary 
that a great portion of the present day 
practice of law is conducted outside the 
court room. The respondent urges that 
because the legislative act relating to the 
Industrial Commission grants to that body 
the right to promulgate rules governing 
the procedure before it, and the commis- 
sion has adopted a rule permitting a party 
to appear before it by his attorney or 
‘agent,’ that he, as agent of the claimant, 
may lawfully appear before the commis- 
sion as the representative of the client and 
try his claim there. Even though the In- 
dustrial Commission is merely an adminis- 
trative body, yet, if what the respondent 
did for a fee, in the presentation of and 
hearing of a petitioner’s claim before that 
body, amounted to the practice of law, a 
rule of the commission purporting to 
grant him that privilege is of no avail to 
him. The General Assembly has no author- 
ity to grant a layman the right to practice 
law. (In re Day, 181 Ill. 73.) It follows 
that any rule adopted by the commission, 
purporting to bestow such privilege upon 
one not a duly licensed attorney at law, is 
void. Nor can the General Assembly law- 
fully declare not to be the practice of law, 
those activities the performance of which 
the judicial department may determine is 
the practice of law.” 


The court points out that the re- 
spondent must on many occasions 
make decisions involving strictly 
legal matters. For instance, whether 
a given cause of action is within the 
workmen’s compensation law or the 
Federal Employers Liability Act; 
whether or not a common law action 
for damages is present; whether the 
statutes create two causes of action, 
one in favor of the employee for in- 
juries not causing death, and the 
other in favor of dependents where 
death subsequently ensues as a result 
of the same injuries. It is pointed 
out that although the Industrial Com- 
mission is an administrative agency, 
certain of its findings are conclusive 
and may not be relitigated. The court 
also holds that in those cases in which 
Goodman employed attorneys that the 
relationship of attorney and client as 
between the injured workman and 
the lawyer handling the case was ab- 
sent. The attorney’s real client, the 
one to whom he looked for payment, 
was the respondent and not the in- 
jured person. 


The court states the basis for its 
conclusion in the following language: 

“It is immaterial whether the acts which 
constitute the practice of law are done in 
an office, before a court or before an ad- 
ministrative body. The character of the 
act done, and not the place where it is 
committed, is the factor which is decisive 
of whether it constitutes the practice of 
law.” 
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N. Y. Retrospective Rate 
Hearing 


(Continued from Page 17) 
criticised in many quarters. 

When the plan was proposed for 
adoption in the various organizations 
in 1936, in June of that year the Past 
President of the National Associa- 
tion of Insurance Agents, while the 
plan was under consideration by the 
Ixecutive Committee of that Asso- 
ciation, declared it to be discrimina- 
tory as between assureds and viola- 
tive of the discriminatory laws on the 
statute books of many of the indi- 
vidual states. He emphasized his op- 
position by stating that, “The plan, 
carrying as it does graded commis- 
sions to the agents and brokers (de- 
pending on the size of the premium), 
is wrong so far as stock companies 
and stock agents are concerned.” 

In the Forum of the insurance 
buyers’ publication, “The Insurance 
Post,” issue of June 1936, it is stated, 
“As it (the Retrospective Rating 
Plan) stands now, the plan is dis- 
criminatory.” The Commissioner of 
Massachusetts, where it was first 
considered, in his letter of approval 
stating it was for trial only, said, 
“The plan as it stands today is far 
from perfect in its operation.” For 
the same reason, and for trial only, 
he approved the graduated expense 
feature. 

Certainly if public confidence in 
ratemaking procedure and rate su- 
pervision is to be maintained, it must 
be through a system of ratemaking 
modified time to time by 
changes which are sound and equita- 
ble and as from 
criticism, 

That the plan before you carries 
more objectionable features than 
those which are advantageous it 
seems to us is apparent. That it is 
not generally acceptable has been 
proven, That it is very controversial 
there is no doubt. That it fails to 
measure up to what is expected in 
the way of protection from insur- 
ance companies is likewise proven. 
The use of this plan in the face of 
this situation is bound to create mis- 
understanding and cause dissatisfac- 
tion. Public confidence in the ability 
of insurance organizations to develop 
a sound ratemaking machinery will 
be greatly impaired. 

ee @ @® 
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sitting. The legal phases of its dis- 
criminatory features are the subject 
of a memorandum brief which will 
be filed with you. Likewise, a mem- 
orandum containing a discussion of 
the ratemaking procedure and the 
practical effect of retrospective rating 
and its advantages and disadvantages 
will be filed separately from the other. 
We know that you are deeply con- 
cerned over this question. We know 
that the New York Department never 
acts hastily nor without thorough and 
thoughtful deliberation. While this is 
a technical question, highly contro- 
versial, we believe that the way for 
you has been made clear by the 
thoughtful and thorough considera- 
tion given some phases of this very 
matter by this Department in years 
past, which has resulted in the estab- 
lishment of a precedent which, if it is 
to be reversed, requires a contrary 
showing so overwhelming in its pro- 
portion, as to leave no room for 
doubt. We do not believe such a 
showing in connection with the pres- 
ent plan is possible. 


In closing this statement I quote 
with approval from an address on 
“Some Aspects of Cooperation” at 
one of the meetings of the stock 
casualty executives at White Sulphur 
Springs some years ago, by the then 
General Manager of the National 
Bureau of Casualty and Surety Un- 
derwriters, as follows: 


“Insurance is primarily a device for ac- 
cumulation and distribution; it is carried 
out through the collection of premiums 
from those who are exposed to a hazard, 
and the distribution of the funds so col- 
lected to those who suffer as a result of 
the hazard. 


“It is chiefly because of the character 
of the problems invo]ved in insurance rate- 
making, that cooperation is much more 
vital in insurance than in other forms of 
business. In the conduct of any business en- 
terprise it is necessary to name a price for 
the commodity for sale or the service to 
be rendered at the time of the transaction. 
It is in this price fixing that a very im- 
portant phase of the problem in insurance 
differs from the corresponding situation in 
other business. For example, a merchant 
is able to calculate the cost of the com- 
modity he sells, as well as the expense 
element included in each price unit before 
it becomes necessary to quote a price to 
the purchaser. This is not so with insur- 
ance. It is not possible to determine defi- 
nitely the cost of insuring any particular 
risk until the expiration of the contract. 
That in itself, however, is not material. 
There might be no loss cost whatever, or 
it might be many, many times the amount 
of the premium charged on the particular 
risk. The assured is charged a rate which 
is believed to be commensurate with the 
risk. This rate must be based upon the 
average cost of insuring the hazard in- 
volved. Obviously this cost should be as 


reliable as it is possible to make it; the 
ratemakers in order to achieve the great- 






est accuracy, should be able to base the 
rates upon the combined experience of all 
risks in the class, as nearly as this is possi- 
ble. To accomplish this result the pooling 
of the experience of all carriers is neces- 
sary; the cooperation of all carriers pro- 
duces the most accurate result. 

“Another condition in the casualty in- 
surance business which makes cooperation 
essential is the danger inherent in rate 
competition. Rates must be adequate in 
order that sufficient funds will be available 
to provide for losses, necessary expenses, 
and a reasonable profit to the company. 
Open competition leads to the use of in- 
adequate rates resulting in unfair claim 
payments or company insolvency. The 
maintenance of rates is a vitally important 
feature of cooperation.” 


Statement of William Leslie 


R. Superintendent, at the pres- 

ent time, in the state of New 
York, there is a recognized plan of 
experience rating known as the pro- 
spective experience rating plan, un- 
der which risks may vary their rates 
from the average manual rate ac- 
cording to the experience that they 
produce. Now this plan operates on 
the basis of the past experience of 
the risk, and undertakes to predict 
what the future rate for the risk 
should be, in the light of that past 
experience. As a practical matter, 
it is impossible to bring that expe- 
rience down to the actual date as of 
which the policy takes effect. It is 
necessary to have a gap between the 
close of the experience period and 
the date on which the rates are pro- 
mulgated, and that gap consists of a 
period of one year. So that under 
the present experience rating plan, 
the prospective rate established from 
the past experience may be far out 
of line from the required rate at the 
time the insurance is issued, because 
of changes that may have taken place 
in the character of the risk, improve- 
ments that it may have made in its 
mechanical setup, or the organization 
of safety conditions, or changes of 
process, or changes in the risk be- 
cause of changes in mechanical and 
industrial conditions that affect loss 
costs. Stock companies are peculiarly 
adversely affected by this lagging 
experience, because they are endea- 
voring to operate on a cost pre-de- 
termined and fixed in advance, and 
obviously buyers of insurance who 
realize that these various elements 
may be running against them under 
the present method of rating, are apt 
to seek other ways of taking care of 
their compensation obligation. In 
the State of New York, one method 
permitted is self-insurance. Also, 
employers may insure with the State 
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Fund or mutual carriers. Because 
employers may, under the present 
rating method, have a definite in- 
ducement to become a self-insurer 
during times when these prospective 
rates are too high, and return to the 
insurance fold during times when it 
is too low, it would be desirable to 
develop such change in the present 
rating method as to make it possible 
to more closely fit the rates to cur- 
rent conditions. One method by 
which that may be done is the so- 
called retrospective method of rating 
a risk. The retrospective method 
employed mostly is that where the 
rate is readjusted after the expira- 
tion of the policy on the basis of ex- 
perience developed during the term 
of that policy. The idea of retrospec- 
tive rating is not a new idea. In fact, 
it is recognized in the State of New 
York in connection with the issuance 
of group life insurance. You may re- 
call, many years ago, in the group 
life insurance business, the com- 
panies charged different rates on dif- 
ferent risks. There was a great deal 
of competition on the basis of initial 
rates, because the stock companies 
in the business endeavored to antic- 
ipate, in the same way we are en- 
deavoring to anticipate, what the 
proper rate would be for a particular 
period in the future, and in that an- 
ticipation, they would try to antic- 
ipate against the existing and mutual 
competition, which underwrote on 
the basis of the dividend that actually 
adjusted the cost of the experience 
during the term of the policy, and 
the statutes now carry a definite and 
specific provision, in New York, 
whereby any company may write a 
group life insurance risk on the ret- 
rospective rating basis. The princi- 
ple is not new, because it has been 
followed by a certain type of par- 
ticipating carriers in the distributing 
of their dividends. Certain mutual 
companies have used it. These par- 
ticipating stock companies have used 
it for some time, State Funds have 
used it for some time. The only dis- 
tinction between the dividend method 
and this retrospective method is that 
under other methods they have as 
the maximum cost the standard pre- 
mium, which is the maximum or top 
premium under their plan. But the 
principle of recognizing the actual 
experience of an individual risk in 
determining what the adjustment of 
its own cost should be after expira- 
tion of the policy is as definitely 
recognized in those plans as it is pro- 
posed to be recognized here under 
this retrospective rating plan. Now, 
in order to clearly get the picture of 
what this plan is, what it does, and 
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why some of the features that Mr. 
Gruhn and Mr. Schaefer have re- 
ferred to are in this plan, I should 
like if I may, just to develop the rate 
for a risk up to $25,000. The factors 
for this plan—for a risk of $25,000, 
the plan as filed with the Department 
shows that the minimum premium 
should be 60% of the standard pre- 
mium,—that is, it should be $15,000. 
For $25,000 premium, the plan as 
filed shows that the minimum pre- 
mium should be 60% of that amount, 
or $15,000. Under the plan, the as- 
sured’s cost cannot be lower than the 
minimum premium. What does the 
assured get for that minimum pre- 
mium? The. assured gets insurance 
protection on all losses up to an ag- 
gregate loss ratio of 25.4%. That is, 
any losses falling within that limit of 
loss ratio of 25.4% are fully borne 
by the insurance company, just as 
under a regular insurance contract, 
also, the assured gets full protection 
against any losses that may exceed 
a loss ratio of 93.2%, just as he does 
under any regular, customary insur- 
ance contract. Now, between those 
two loss ratios of 25.4% and 93.2%, 
what is the obligation of the assured 
under this arrangement? The insur- 
ance company pays the losses lying 
between those limits, in the first in- 
stance. It assumes full responsibility 
to the third party, paying their em- 
ployee’s doctors or hospitals ; but the 
assured, under this plan of rating, in 
effect, reimburses the carrier for any 
losses that fall between those two 
limits of loss ratios. That is why, 
if his loss ratio exceeds 25.4%, the 
premium as it is described in the plan 
filed may exceed the minimum. That 
is why when it, his loss ratio reaches 
93.2%, the maximum premium is 
reached, and no further premium is 
required beyond that. But, in fact, 
all charges which the employer pays 
in excess of this minimum premium 
are nothing but reimbursements for 
the losses in excess of this loss ratio, 
plus the percentage addition for claim 
service and for taxes. Now, why are 
taxes added to the loss reimburse- 
ment feature? They are included 
solely and simply to avoid any possi- 
ble argument with the supervising 
authority over the purpose of this 
plan. As a matter of fact, it might 
be argued that legally there would be 
no requirement for including such a 
loading, or paying taxes on that part 
of this contribution by the employer. 
To avoid any such argument, taxes 
are included, and it is intended to 
pay them on the full amount paid 
by the employer. 
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N' W, if you have in your mind 


this plan, according to that de- 
scription, you will see that it is very 
similar to an ex-medical contract, 
which is authorized and permitted 
in the State of New York, and in 
other states, under which the em- 
ployer takes care of all medical 
losses, and the insurance company 
the indemnity losses. Now, it is true, 
under the ex-medical contract, the 
employer assumes the full responsi- 
bility. The insurance carrier does not 
step in and pay this in the first in- 
stance, and then obtain reimburse- 
ment. The employer pays them him- 
self, but the difference between those 
two procedures is merely that where, 
as in this instance, the insurance 
company gtlarantees the payment, 
the public is better guaranteed to 
that extent. The public is better safe- 
guarded. Actually what the charge 
should be to the employer for that 
portion of the contract under which 
there is real insurance granted, the 
two are on identically the same foot- 
ing,—on all fours. The accepted 
practices in the State of New York 
and elsewhere, inthe calculation of 
discounts for ex-medical contracts, 
has been to determine the ratio of 
the medical losses to total losses, and 
having determined that, to deduct 
that percentage from the loss provi- 
sion in the rate, leaving in the rate 
the full loading for the company ex- 
pense,—those expenses that are in- 
curred, not as a percentage of pre- 
mium, but are incurred on the basis 
of service rendered, irrespective of 
premium, but taking out of the rate 
the medical loss portion which the 
assured agreed to take care of him- 
self, and also taking out of the rate 
a calculation of the tax on that re- 
duction,—deduction, so that today, if 
the contract is written on an ex- 
medical basis, the premium is reduced 
by a certain percentage of the pre- 
mium. The premium is sufficient to 
pay commission on that premium 
only,—not on the original standard 
premium which was reduced, but is 
sufficient to provide the full loading 
for the company expenses,—not the 
reduced loading. 


I1AT practice, which, to my 

knowledge, has never been chal- 
lenged in determining ex-medical 
rates, is also followed in the deter- 
mination of deductible rates where, 
under certain of our forms of insur- 
ance in New York State, we cal- 
culate and file with the Department 
rates for deductible coverages. In 
some instances, these deductible 
coverages relate to insurance pur- 
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chased by automobile owners, public 
automohile owners, and owners of 
public automobiles who are obliged 
to file with the state authorities cer- 
tificates showing their full insurance 
within certain limits. Where such a 
risk buys a deductible policy, the 
premium for that ‘policy is deter- 
mined in exactly the same way that 
the premium is determined by the 
retrospective rating discounting it to 
the amount of the loss the employer 
assumes and excluding the tax and 
acquisition of that loss. But the con- 
tract which the insurance company 
gives to that public automobile owner 
is a contract that provides full cover- 
age so far as all third parties are 
concerned, and requires that the au- 
tomobile owner indemnify or reim- 
burse the insurance company for the 
deductible amount which the auto- 
mobile owner has assumed. The com- 
panies, if they write such a policy, 
must provide either a surety bond to 
guarantee the reimbursement of the 
employer, or must file a_ financial 
statement, or that they collect a suffi- 
cient deposit above the premium to 
guarantee this reimbursement. Un- 
der this plan, an employer is required 
to post a sufficient amount to guaran- 
tee payment. Now, if this plan is 
looked at in its true light, the acquisi- 
tion allowance on the minimum pre- 
mium is the full acquisition allow- 
ance on the only part of this premium 
that is an insurance premium. To 
follow Mr. Gruhn’s suggestion, and 
require the employer to add to the 
loss reimbursement portion under 
this contract an additional percentage 
for acquisition, is not doing the em- 
ployer any favor. It is making him 
pay, not only his losses, with the cost 
of servicing, but an attempt to make 
him pay an acquisition charge which 
he would not have to pay if it was a 
rating on an ex-medical basis where 
he assumes them fully as in the first 
instance and then as in this instance 
assumes them fully by way of reim- 
bursement. There is no gradation of 
commission or acquisition. Briefly 
speaking, in this plan, the percentage 
is a fixed percentage. It is uniform 
for all sizes of risks. It is the same 
percentage as paid on the standard 
premiums. To argue that because an 
employer elects a plan of insurance 
under which he assumes partial 
responsibility, that he ought to be 
obliged to pay up for the losses the 
same amount in dollars for acquisi- 
tion as he would if he took a full 
coverage plan,—is to actually ignore 
practices which have never been 
challenged in the State of New York, 
or elsewhere, and that exist today. 
Our approach to this plan has been, 
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to a large extent from the viewpoint 
of the employer, rather than from 
the viewpoint of the insurance car- 
riers. From the viewpoint of the 
employer, we have here determined 
an optional plan of rating, which 
must necessarily be optional, because, 
in effect it is an optional form of 
coverage. We give full coverage to 
third parties but, so far as the em- 
ployer is concerned, his true insur- 
ance coverage is limited by these 
losses up to this minimum, and above 
this maximum, and it would not be 
fair to insist on this being a com- 
pulsory coverage. We give to him 
an option under which he may pur- 
chase the insurance the same way as 
he does today, or, if he sees any at- 
tractiveness in this plan, he may pur- 
chase it on this basis. Where they 
retain a direct interest in their losses, 
however slight, or however great, that 
interest may be, this is bound to be 
inevitable,—it is bound to increase 
their care and attention to accident 
prevention methods, and while their 
losses may or may not actually follow 
the amount of care and attention they 
devote,—on the average they will. 
We know that the employers who 
elect this plan will have a greater in- 
centive to accident prevention than 
they have today. We know it will be 
in the interest of employees, as well 
as employers. 
ee @ ® 


N' IW, with respect to unfair dis- 
crimination,—most, if not all 
of Mr. Gruhn’s argument that this 
plan is unfairly discriminatory was 
predicated on two items which he re- 
ferred to as loss and expense items. 
On the loss items, he referred to 
various loadings which he says are 
not included in the retrospective plan 
of expense rating, which ought to be 
included,—off-balahce experience rat- 
ing, and so on. Actually, the same 
loadings are included in the insur- 
ance premium portion of this retro- 
spective plan as are included in ex- 
medical premiums, when they are 
charged. There is no requirement 
there that the employer add to the 
ex-medical premium a loading on the 
losses that he is assuming, the same 
as he would if deductible would be 
permitted in the compensation field. 
The employer, under this plan, is pay- 
ing full loadings in connection with 
the insurance part of this contract by 
which the minimum premium is the 
insurance premium. 

Now, the same answer exists to 
the charge that expenses are assessed 
improperly on risks written retro- 
spectively. The expense, both acqui- 
sition and company expenses are 
charged in consistency with charges 





in ex-medical and deductible con- 
tracts. This plan does contain, over 
and above the required amount of 
the minimum premium, a slight mar- 
gin for contingencies. That margin, 
as Mr. Schaefer has said, will aver- 
age about two and one-half percent. 
I believe actually, on the basis of 
New York experience, showing the 
amount that should be charged for 
excess losses up to the maximum, it 
will average nearer 3%. We think 
that such an element should exist in 
connection with a plan of this sort. 
We do believe a plan should have an 
element to guard against unforeseen 
contingencies, but we maintain that 
the amount is adequate, and to put 
any more in would burden employers 
unnecessarily and unfairly. The ques- 
tion as to whether the rates under 
this plan are adequate and reason- 
able,—the plan is actuarially sound. 
It has been examined and tested by 
actuarial committees of the New 
York Board, the Massachusetts Bu- 
reau, and elsewhere, and I have yet 
to find any criticism of the charges 
included in this plan for excess in- 
surance, which is primarily a test 
of whether it will produce adequate 
and reasonable rates. The charges 
against the plan are primarily based 
against the first question of unfair 
discrimination, and not that they do 
not produce adequate and reasonable 
rates. The adoption or approval of 
this plan will not adversely affect any 
risk, either, that is not eligible for 
insurance under this plan, or does 
not elect to take the plan. It has been 
proposed in every meeting where this 
plan has been under discussion. 
Risks that may take insurance under 
this plan will be so segregated from 
the rest of the eligible risks as not 
to affect, in the slightest degree, the 
manual rates for those other risks, or 
the other various loading factors that 
go into determining the manual rates. 
ee @ 


HE question has been raised as 

to the interstate rating feature of 
the plan. As Mr. Senior pointed out, 
compensation risks do not recognize 
state lines as dividing lines between 
their operations. To insist on the 
recognition of state lines is to pro- 
pose something which is purely ar- 
bitrary so far as they are concerned. 
Actually, the use of interstate rating 
in connection with this retrospective 
plan is a very different proposition 
from any extension that may be used 
in connection with the prospective 
rate. Under the present plan, you are 
determining a rate for future applica- 
tion. If you combine the number of 
operations of a risk in a number of 
states, irrespective of what carriers 
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they may have insurance in, and pro- 
duce an average rate for the future, 
to apply to all the country, a result 
of that may be to require a carrier 
insuring only one portion in one state 
to write that risk at either more or 
less premium, and give some other 
carrier either less or more premium 
on the unit it is carrying. Interstate 
rating for prospective use involves a 
great many difficulties in collecting 
experience for the promulgation of 
rates, and it has been abandoned. 
There has never been any change in 
New York, but in other sections of 
the country under the retrospective 
rating plan, the only experience that 
is used is the experience of the car- 
rier that is on the risk. If the risk is 
divided among several carriers, the 
experience is not combined for retro- 
spective purposes. The assured 
elects, at the beginning of the term, 
whether or not he wants retrospec- 
tive rating, and if he does, he gets it 
on the business, with the carrier with 
whom he files his election. There is 
no problem there as to the differences 
between the results of different states 
that may have entered into this final 
picture. 


Now, again, the retrospective rat- 
ing plan cannot be talked about as a 
plan which gives a distinct and 
definite advantage to the risk that 
elects it. It is a plan that offers to 
any risk eligible an opportunity to 
either save money, or to pay more, 
depending on what he does for his 
risk during the term of insurance. In 
advance, he cannot tell what the re- 
sult will be. That being true, there 
cannot be any discrimination between 
the risk that qualifies for retrospec- 
tive rating based upon his operations 
in a number of states, as compared 
with a risk that cannot qualify be- 
cause of operations being confined to 
a single state. Within our present 
experience rating procedure, we have 
a situation within the state of one 
risk that is eligible, and another that 
is not eligible. We have a picture of 
a risk of $5,000 of premium getting a 
certain credibility, and a risk of $50,- 
000 of premium getting a greater 
credibility applied to its experience. 
So that two risks with the same iden- 
tical loss ratio may, under the present 
prospective rate, get very different 
rates for their insurance, because in 
the case of the larger risks, his risk 
has more credibility. That is all 
involved in having the maximum 
credibility according to the size 
of risks. As the risk increases 
in size, the stability of the loss ratio 
increases and the range between the 
Standard and the maximum can be 
narrowed down, and the range be- 
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tween the minimum and the standard 
can be increased. 


INALLY, in connection with the 

question as to whether there are 
any features contrary to public 
policy,—the question has been raised 
as to the use of actual values. Bear- 
ing in mind within this range of loss 
ratios set up in this plan for each 
size of risk, the assured is carrying, 
in effect, his losses. If we only ask 
him to reimburse for what those 
losses have cost him, it would be 
rather difficult to ask him for exam- 
ple, to reimburse for the $7,500 aver- 
age value if, in fact, the particular 
case had cost and had been settled 
for $1,500 or $2,000. It might be 
very feasible to offer to the assured 
an additional option under this plan, 
—that at the inception of his insur- 
ance, he might elect either to have 
average values used, or actual values. 
But whether we use actual values or 
average values, or whether he deter- 
mines the actual values to be satis- 
factory, or the average values, there 
would be no change in these factors 
that are set up in the plan. There 
would be merely a substitution of 
another method of spreading the cost 
to all employers as against our pres- 
ent method which rests on actual cost 
to the individual employer. Refer- 
ence has been to the fact that, in 
some instances, I cannot say how 
many, because none have come to my 
attention, carriers have bought in- 
surance from non-admitted carriers 
guaranteeing them against paying 
any excess above the standard pre- 
mium. Of course, I don’t know much 
about the fire insurance business, but 
I have been told on many occasions 
that in the fire insurance business it 
is not an unusual situation to find a 
purchaser of insurance who may, in 
the event of loss have to pay an addi- 
tional premium for his policy to be 
reinstated, buying insurance against 
having to pay that additional pre- 
mium. In effect, that is the same kind 
of arrangement that some employers 
are making. Now, as to whether they 
buy it from a non-admitted carrier is 
a serious matter of public concern,— 
you are in a better position to judge 
than I am. But it seems to me that 
as long as an employer is able to fur- 
nish a policy which gives complete 
coverage, over which the Department 
has full jurisdiction, and as long as 
the insurance company that has is- 
sued that policy is going to get from 
the employer the full required pre- 
mium, that this little side arrange- 
ment, if any, that the employer may 
make with Lloyds is not a matter of 
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any concern whatever in the ap- 
proval or disapproval of the retro- 
spective rating plan. It has been said 
that this would prevent the incentive 
of employers to pay excess premiums. 
Well, there is still plenty of incentive 
left to save his premium if he does 
not elect to take the retrospective 
plan for fear of paying more pre- 
mium. He elects it because he hopes 
to save, and the only way he can 
save is by doing constructive acci- 
dent prevention work. Mr. Schaefer 
said that the company’s portion of 
expense loading should be applied to 
the same premium on which the ac- 
quisition is determined. You will see 
that, from our approach to the deter- 
mination of that minimum premium, 
if we were to do that, we would be 
inconsistent with the methods we 
have always advocated and followed 
in determining rates for similar 
forms of coverage when policies have 
been written on the deductible or ex- 
medical basis. Actually, this being an 
optional plan, I believe fully that it 
was proper to provide for variation 
of the company expenses from that 
that would be required in the event 
the assured took full coverage. It is 
very interesting to note that the rea- 
son Mr. Gruhn opposes the plan is 
because we have not charged the em- 
ployers enough, according to him, 
giving them unfair and unwarranted 
advantages. Mr. Schaefer, speaking 
for his organizations, would like 
possibly to endorse the plan, but can- 
not because he thinks we are charg- 
ing the employer too much. If we 
cut our costs more, the plan would 
be attractive to him. 

So, Mr. Superintendent, we are 
sort of in the middle there. We think 
we haye worked this out on a fair 
basis, and certainly a basis that is 
worthy of trial. I would like to say 
that I have not been able to follow 
all the points of Mr. Gruhn’s memor- 
andum, and I hope that we may have 
an opportunity to have a copy of his 
objections, and file a memorandum in 
writing. I thank you. 








Utah Commission Rejects 


e e 
Retrospective Rating 
THE APPLICATION OF THE MOUN- 

TAIN STATES COMPENSATION RATING 


Bureau for approval of the retrospec- 
tive rating plan has been rejected by 
the Utah Industrial Commission. 
No reason for disapproval of the 
plan was given. 

Retrospective rating was also 
given a setback in Kansas when the 
Attorney General of that state in a 
formal ruling disapproved the plan. 
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Crop Insurance in U. S. 


(Continued from Page 13) 


lems confronting the United States at 
the present time. During the last 
three years, the continued droughts 
of unprecedented severity in several 
Middle Western States have resulted 
in complete destitution and bank- 
ruptcy for a large percentage of the 
farmers in the area affected. Agencies 
of the Federal Government have ex- 
tended various forms of relief to pre- 
vent actual suffering and starvation. 

It is not the nature of American 
citizens to remain year after year in 
a place where they are unable to 
make a living. The same pioneering 
spirit, which originally settled the 
country west of the Alleghenies, im- 
pels those who have lost their in- 
comes to move on to a new home and 
seek a new start in life. Last year the 
highways of the Western States were 
crowded with families moving West 
seeking new homes. In the State of 
Idaho alone there are more than 4,000 
such families at the present time. 
Many other thousands have gone to 
Oregon, Washington, California and 
other Western States. 


These people stayed on their farms 
in the drought area until all hope was 
gone. They exhausted their financial 
resources and gave up the battle only 
when faced with destitution and stark 
privation. These families are not of 
the ne’er-do-well type. ‘l hey are solid, 
substantial citizens, willing and an- 
xious to work, seeking only an op- 
portunity to make a living. The free 
land in the West is gone, and they 
have no money with which to pur- 
chase farms. Yet they cannot be per- 
mitted to starve. Something must be 
done for them. At the same time, the 
(government cannot go on supporting 
them year after year. The logical 
solution is to provide new tracts of 
farm land on which they can settle 
and prosper in the future. 


The task of caring for transients 
from drought States who have mi- 
grated to the Pacific Coast, however 
it is handled, will require the outlay 
of large sums by the Federal Govern- 
ment. In such cities as Twin Falls 
and Boise, in the State of Idaho, I 
have seen hundreds of destitute fami- 
lies who have migrated westward 
seeking homes. Many of them are 
living in hovels and shacks of their 
own construction, and suffering priva- 
tions and inconveniences such as the 
United States Government should 
never permit any of its citizens to 
experience. Sooner or later public 
demand will force action in these 
Western States to provide homes for 
their increasing population. 
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I’ a program of Federal crop in- 

surance had been in effect these 
last four years this condition would 
have been greatly alleviated. Families 
in the drought area whose insured 
crops were destroyed would have 
been reimbursed in indemnities from 
the insurance fund requiring no out- 
lay of taxpayers’ money. If they de- 
cided, as they have now determined, 
that they could not look forward to 
anything better, they then could 
move westward. If their crops had 
been insured they would have had 
funds with which to move. They 
would have money with which to pur- 
chase new farms and to establish 
themselves in the communities of 
their choice in the West. Simply be- 
cause these families had no protec- 
tion against the droughts for which 
they were in no way responsible they 
were permitted to become destitute. 

Crop insurance will not prevent 
droughts in the future, but it will 
save from financial ruin and indigent 
transiency the individual farmers in 
areas on which droughts are visited. 
The sociological need and background 
for Federal crop insurance is as 
strong and real as the economic and 
actuarial basis of the program. To 
my mind crop insurance carries an 
irresistible humanitarian appeal as 
one of the means of making life in 
America an abundant life, consistent 
with the abundancy of the natural re- 
sources with which our Nation has 
been endowed. 





Buy Now — Pay Later 

NO, THIS PUBLICATION IS NOT 
SELLING SUBSCRIPTIONS ON THE IN- 
stallment plan but for an amusing 
summary of how easy it is to buy 
on time we are reprinting for our 
readers an item on the subject, 
which appeared in the February is- 
sue of “lire & Wind,” the house 
organ of the Ohio Department of 
the Mill Mutuals. 


Jan. 4. Bought 
easy terms, very 
lighter on dash. 
in 18 months. 

Feb. 4. Paid installment due on car. 
3ought a radio set on easy terms, Fine 
set, payments will be small and monthly. 

March 11. A little late with car pay- 
ment this month; will have to let radio 
payment go over till April as I bought 
a set of books and paid $11.00 down. Very 
fine books. Everybody should have this 
set. 

April 15. Borrowed $50.00 from boss to 
meet car payment. The radio man came to 
take the radio, but we put out the lights 
and weren’t home. The chump hung 
around the entire evening so I couldn't 
see to read the books. 

June 1. Borrowed $100.00 from Uncle 
George to pay the boss and meet the car 
payment. Got behind a little on the book 


a car today. Very 
fine car, with cigar 
Should finish payments 


payment because I bought a piece of land 
in a new real estate development. This 
land ought to jump in value. Paid $50.00 
down. 


July 15. Somehow I don’t miss the 
radio much, And you can get plenty of 
books from the public library. The thing 
that hurts is that Uncle George should 
be so mean. Of course I told him I would 
pay back the $100.00 July Ist, but you 
can’t do the impossible, can you? Trying 
to arrange a character loan at the bank. 
If I can borrow $250.00 I can get square 
again and everything will be fine. 

Aug. 15. Bank says I have no char- 
acter. What a bunch of crooks. 


: Sept. 30. Garage man is holding car 
for labor bill. What right has he to hold 
the car—it doesn’t belong to him. 


Oct. 1. It isn’t any use. I had to let 
the car go. Anyway, I’d rather have the 
piece of land. They’ve given me a month’s 
grace on it. 


Nov. 15. Well, they can have their old 
land. Good riddance. If I knew where to 
get $30.00 to meet the payment on the 
piano I’d be all right. Bought a new auto- 
mobile today, on the “pay out of income” 
basis. 


Dec. 16. Income stopped. Got the sack 
at the office. In looking for a job you’ve 
got to have a suit of clothes, so I bought 
me one this afternoon. Five dollars down 
Not bad. 


Mill Owners Mutual 
Reelects Officers 


J. T. SHARP, NOW IN HIS FIFTY- 
THIRD YEAR OF SERVICE WITH THE 
Mill Owners Mutual Fire Insurance 
Company of Des Moines, Iowa, was 
reelected President of the Company 
at the Sixty-sixth Annual Meeting 
of its Board of Directors and Policy- 
holders. Other officers reelected in- 
cluded I. W. Shambaugh, Vice Presi- 
dent; Harry B. Carson, Secretary: 
J. E. Robb, Assistant Secretary ; and 
Andrew Huglin, Treasurer. Harry 
B. Carson, C. M. Reed and Paul 
Ketels, were also reelected to the 
soard of Directors. 


Factory Foremen Crowd 
Accident School 


TEN HOLDERS OF WORKMEN’S COM- 
PENSATION POLICIES IN THE AMERI- 
can Mutual Liability Insurance Com- 
pany and the company’s St. Louis 
safety engineer, George R. Clark, 
were among the prominent partic- 
ipants in the Annual Foremen’s 
Training Safety Corps recently 
sponsored by the Industrial Division 
of the St. Louis Safety Council. 

That industrialists have come to 
realize that the foreman is the key 
man in any campaign of industrial 
accident prevention was attested by 
the heavy attendance at the meeting 
over a five weeks’ period. 
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Mutual Fire Prevention 
Bureau In New 
Quarters 


THE REMOVAL OF THE OFFICES OF 
THE MUTUAL FIRE PREVENTION BU- 
reau and the Mill Mutuals in Chi- 
cago to new and larger quarters in 
the Daily News Building was re- 
cently completed. The new address is 
400 W. Madison Street, Suite 1921. 

- * * 


Death of O. P. Schlafer 


0. P. SCHLAFER, CHAIRMAN OF THE 
BOARD OF DIRECTORS OF THE ITARD- 
ware Mutual Casualty Company and 
Vice-President of the Hardware 
Dealers Mutual Fire Ins. Company, 
died February 23 in Orangeburg, 
South Carolina, while returning home 
from a Florida trip with his family. 

Mr. Schlafer was born in Germany 
in 1858 and was 78 years old at the 
time of his death. 

Mr. Schlafer was the first Presi- 
dent of the Hardware Dealers Mu- 
tual Fire Insurance Company and of 
the Hardware Mutual Casualty Com- 
pany and was the only remaining 
member of the original Boards of Di- 
rectors of these two companies. Be- 
yond his connection with the Hard- 
ware Mutual group, he was President 
of the Schlafer Hardware Company, 
Appleton, Wisconsin; President ot 
the Wisconsin Wire Works, Apple- 
ton, Wisconsin; and President of ©. 
P. Schlafer, Incorporated. He was 
also a former President of the Wis- 
consin Retail Hardware Association. 

Mr. Schlafer was educated in Ger- 
many but came to the United States 
shortly after finishing the public 
schools and settled in Sussex, Wis- 
consin. In 1883 he purchased a hard- 
ware store and when the Wisconsin 
Retail Hardware Association was or- 
ganized in 1897, Mr. Schlafer became 
identified with it. During his term as 
President of the Association, in 
1901-02, he recommended the organ- 
ization of a Mutual Fire Insurance 
Company. At the following Conven- 
tion, it was decided to undertake the 
organization of such a company and 
Mr. Schlafer was elected the first 
President. He was also made Presi- 
dent of the Hardware Mutual Casu- 
alty Company when that coripany 
Was organized in 1914. 

On April 16, 1930, P. J. Jacobs 
succeeded Mr. Schlafer as President 
of the Hardware Dealers Mutual Fire 

Insurance Company. At that time, 
Mr. Schlafer was elected Chairman 
of the Board of both the Fire and 
Casualty companies. On July 15, 
1936, Mr. Schlafer resigned as Chair- 
man of the Board and was succeeded 
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Mr. Schlafer, 


by Carl N. Jacobs. 
however, continued as a Vice-Presi- 
dent of the Fire company and was a 
member of the Board of Directors. 











O. P. SCHLAFER 


Mr. Schlafer is survived by his 
son, William D. Schlafer ; two daugh- 
ters, Mrs. Margaret De Long and 
Mrs. Karl M. Haugen; and six 
grandchildren. 

ee @ ® 


Federal Regulation of 
Marine Insurance 


H.R. 5421, AMENDING THE INTER- 
STATE COMMERCE ACT BY PROVIDING 
for the regulation of marine insur- 
ance companies, marine underwriters, 
marine insurance brokers, and marine 
insurance agents, has been introduced 
in the United States Congress by Mr. 
Fernandez of Louisiana. The bill 
adds Part III to the Interstate Com- 
merce Act and is to be known as the 
Marine Insurance Act of 1937. The 
provisions of the act apply to insur- 
ance of property in interstate or for- 
eign commerce and the regulation of 
such insurance is vested in the Inter- 
state Commerce Commission. 

The terms “marine underwriter,” 
“vessel,” “facility,” “transportation,” 
and “interstate transportation” are 
defined. 

The Commission is given rule mak- 
ing power and liberal investigatory 
powers and is authorized to regulate 
rates, charges, and practices in order 
to prevent any unjust discrimination 
or any undue or unreasonable preju- 
dice or disadvantage. Alien under- 
writers may not use the mails or ex- 
press service in this country for the 
conduct of the insurance business un- 
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til an office has been established in 
the United States. 

Every marine underwriter is re- 
quired to file with the Commission a 
prescribed form showing all rates, 
classifications, rules and_ practices, 
and it is provided that this document 
shall be open to public inspection. Re- 
bating is forbidden, and notice is re- 
quired of any changes in any rates, 
classifications, regulation or practice. 

Provision is made for hearings on 
complaints or on the initiative of the 
Commission, to determine or to re- 
view rates, classifications, regulations 
or practices. 

If the Commission determines after 
a hearing that any party is entitled to 
an award of damages for violation of 
the law, the Commission shall make 
an order directing the marine under- 
writers to pay the sum to which the 
complainant is entitled. If the under- 
writer refuses to comply with the 
order, suit may be brought in the 
District Court, within certain time 
limitation. In such a suit all parties 
in whose favor the Commission may 
have made an award for damages un- 
der a single order may be joined as 
plaintiffs, and all marine underwrit- 
ers, parties to such an order, may be 
joined as defendants. ; 

The Commission is authorized to 
require annual, periodical, or special 
reports from all marine underwriters 
and to prescribe their form and to 
require specific answers to questions. 
Any marine underwriter may be re- 
quired to file with any report a true 
copy of any contract between the un- 
derwriter and any other underwriter, 
shipper or consignee. In its discre- 
tion the Commission may prescribe 
the forms of all accounts and records 
and memoranda to be kept by marine 
underwriters, and the agent of the 
Commission shall, at all times, have 
access to these records. The act pro- 

vides specific and general penalties 
for violations.  , 

The effective date of the act is to 
be January 1, 1938, unless the Com- 
mission decides to postpone it to a 
date not later than July 1, 1938. 


. . . os 
Ohio Ruling on Solicitors 
(Continued from Page 10) 

This ruling, therefore, prohibits the 
payment of commission or other consid- 
eration by agents to solicitors on “the 
kind or kinds” of insurance for which they 
are licensed to other agents. Agents may 
pay commission or consideration to solic- 
itors employed by them as provided in 
Section 644-1, but only on the “kind or 
kinds” for which the solicitor is licensed 
to represent them. The payment of com- 
mission or other valuable consideration 
contrary to these instructions shall be con- 
sidered prima facie evidence of the trans- 
action of business by the agent with a 

solicitor not properly licensed. 
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TWENTY-FIFTH FINANCIAL STATEMENT 


MICHIGAN MUTUAL LIABILITY CO. 


DETROIT, MICHIGAN 
FISCAL YEAR ENDING DECEMBER 31, 1936 


This statement and all security and reserve valuations are prepared strictly in accordance with the conservative requirements of the Michigan 
Department of Insurance, hence are shown solely on a liquidation basis. 


ASSETS OR RESOURCES 


Cash ne Me 


In Office and in Gevermment new sod Banks. 


United States Government Bonds (Market Value)............ 
Unquestionable National Obligations. 


2,034,174.00 


State and Municipal Bonds (Market Value)...................... . 1,152,622.12 
Valued strictly in accordance with the rulings of 
the Michigan Commissioner of Insurance. 


Utility and Industrial Bonds and Stocks (Market Value) 98,688.00 
Only highest grade Bonds and Listed Stocks. 

ee I I I dairies ccretsccasansrvvcocadaevvnicns 579,708.46 
Conservative official appraisal ‘el our Home Office 
and Industrial Hospital. 

Real Estate Investments... 218,871.94 
Income Residential Properties either leased « or gery 
on sound land contracts. 

Real Estate Mortgages 125,654.94 
First liens on conservatively ‘appraised improved 
property only. 

Premiums in Course of Collection.. 823,154.89 
Net Premiums Not Yet Due or Outstanding less 
than 90 days. 

Accrued Interest on Securities........... 19,772.44 


Sound values, but not yet received. 


TOTAL NET RESOURCES... ..$5,591,513.82 





LIABILITIES AND SURPLUS 


Indemnities on Adjusted Claims..................0.....cccccceseseeeee $1,712,835.49 


Reserved for Losses Net Yet Due. Computed as 
required by Michigan Reserve Statute. 


IRN I ssc cctseseus isin cuaesnsnsen vdncocimecencnicspace 1,892,166.14 


Reserved for service Yet To Be Rendered. Com- 
puted as required by Michigan Reserve Statute. 


Dividends Declared and Unpaid...............0.0....ccccccceeseeeeeee 202,571.27 
Reserved for dividends Not Yet Due. 


Unpaid Accounts and Tasces..................0.ccccccccscscsssscsecesssseosese 94,270.01 
Reserved for unpresented accounts and taxes. 

NUNN MINI 0555 susaxs cacecisinss tes Cassdes seseaucsneschecdoviataboakcs 200,000.00 
Voluntary Additional Reserve for any other pos- 
sible contingencies. 

RRR ee Dra eo tree ar RCC NOR are $4,101,842.91 

Guarantee Reserve Fund......00............ccc000000 $ 242,240.49 

IE easaciiesncesscsurocecasscixeluactesstastencsnieors 1,247,430.42 

SURPLUS TO POLICYHOLDERG.....................cccsccssssssssseseecseees $1,489,670.91 

INE | 2 hls bt fe) eet tel od $5,591,513.82 


TOTAL DIVIDENDS. To POLICYHOLDERS — $5,447,089.80 





WORKMEN'S COMPENSATION ® 


AUTOMOBILE e 


GENERAL PUBLIC LIABILITY 


AND ALL OTHER CASUALTY LINES 





E. R. AILES, Detroit 
Sec’y-Treas., Detroit Steel 
Products Co. 
F. £ BIGLER. Detroit 
he S. B. Hill Estate 
FRED BUCK, Saginaw JAMES INGLIS, Detroit 
Pres. Lufkin Rule Company Chairman, National Bank of 
W. H. BURNHAM, Adrian Detroit 
Industrialist A. F. JACKSON, Detroit 
H. A. CONSOR,. Monroe Vice-Pres., Michigan 
Pres., Weis Mig. Company Malleable Iron Co. 
J. L. DRYDEN, Detroit 
Pres., Long Mfg. Company 
FREDERICK SA eo 


Dir. The Detroit Bank 


CLARANCE HATCH, Detroit 
Vice-Pres., Michigan Mutual 
Liability Co. 





NON-ASSESSABLE 





BOARD OF DIRECTORS 
E. A. MAVIS, Grand Rapids 


G. P. McCALLUM. Ann Arbor 


F. H. MEYER, Grand Rapids 





WALTER E. OTTO, Detroit 
Pres., Michigan Mutual 
Liability Co. 
Treas., American Excelsior PERCY OWEN, Grand Rapids 
Corp. Pres.. Michigan Bakeries, Inc. 
A. J. PEOPLES, Detroit 
gr., American Brass Co. 
EARL W. ROBERTS, Detroit 
Pres., Roberts Brass Mfg. Co. 
A. A. TEMPLETON. Detroit 
Pres., Society for Savings 
H. N. TORREY, M. D., Detroit 
Surg. Dir., Michigan Mutual 
Liability Co. 
S. WELLS UTLEY, Detroit 
or Detroit Steel Casting 
oO. 


Dir. Michigan Motorbus 
Association 


Vice-Pres., Leitelt Iron Works 





DIVIDEND PAYING 


1937 





MICHIGAN MUTUAL LIABILITY CO. 


163 Madison Avenue, Detroit 


BRANCHES IN PRINCIPAL MICHIGAN CITIES, NORTHERN OHIO AND INDIANA 


Telephone: Cherry 4800 
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SOUND PROTECTION 


Capable management, careful selection of 
property insured, and prompt payment of 
losses have gained for the Federal Mutuals 
a nation wide reputation for providing 


sound protection to their policyholders. 























































































































































































































Twenty-Fourth Annual Statement 


SECURITY MUTUAL CASUALTY COMPANY 


CHICAGO, ILLINOIS 
December Thirty-First, 1936 


O 


ASSETS 


Bonds and Stocks (N. Y. Ins. Dept. Basis of Valuation)* ; a 
Real Estate pee Reeds tee Oe gene en ee 1.00 
Accrued Interest on Investments ue ae Acne a 95,501.96 
Cash in Banks and Offices.... a CUR eee eee conee eer: — 94,293.68 
Premiums Not Over 90 Days Due............ sdikctncwada suc ccatareatepessacabeesesecenictziee | a 
BEOEPIORITUTIOD TWINS 25. oie sai casas eo eet ceas ccd csc eg bs sca catcnnscdacvarckdeveussdestuebe 25,403.32 


Deposit with Workmen's Compensation Board, Province of Manitoba...... 506.73 


TOTAL ADMITTED ASSETG............ sss geedewas othnatedeectosyecesarsoseiiestezsse tn aaa 


*Securities carried at $129,000.00 in the above statement are deposited as required by law. 


LIABILITIES 


Net Special Reserve for All Liabilities........ scossuesasse PLO POOMO 
Unearned Premiums : Pee an ees ne ..... 872,074.68 





Commissions Due on Policies Effective After October 1.... eceede 9,328.63 
Reserve for Taxes and Expenses Be ee - ; 31,530.18 
Special Reserves : See eet ceescesecces, | SOO ROMCRD 
Voluntary Reserve Pee er ... 2,483,545.34 
Guarantee Fund : Tre seseetesreresecese OOOO 
Net Surplus ES poem a. : . 2,850,000.00 


TOTAL LIABILITIES Saisck ce gediple dec 05s isp vvnesateevevpeed zscdsveniscces coasts tea 


On the basis of December 31, 36 market quotation for all bonds and stocks owned, this company’s total admitted assets 


would be increased to $10,043,988.00. 


Excess and Reinsurance Underwriting Managers 


EXCESS UNDERWRITERS, Inc. 


90 JOHN STREET, NEW YORK 


Joseph P. Gibson, Jr. Mortimer D. Pier 


President Secretary 








